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FORWARD

One of the chief problems confronting public education today is
the need for more equitable distribution of financial resources. Not
only must we find new ways to finance public education, we must also
explore ways to use existing funds more wisely and assure that educa-
tional resources are distributed equitably and on the basis of educa-
tional needs.

“The Financial Aspects of Equality of Educational Opportunity”
is a report presented to the Select Committee on Equal Educational
Opportunity. The report summarizes present inequities in school fi-
nance, reviews the causes of these inequities and recent court decisions
and concludes with a series of recommendations. The Select Commit-
tee is indebted to Joel S. Berke and James A. Kelly for their work on
the committee's behaif. This print also includes a report by Joel S.
Berke and John J. Callahan, “Inequities in School Finance,” which
examines the impact of recent school finance decisions and proposed
revenue sharing programs, with particular attention to the problems
of large urban sclhool districts. These studies are reproduced here be-
caure they have important implieations for the future of public ele-
mentary and secondary education.

Warter F. MoNDALE,
Chairman, Select Committce on Equal Educational Opportunity.
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Chapter I
INTRODUCTION

The elemients of American educational finance are b:coming increas-
ingly familiar to those who arc concerned about the condition of the
public schools of the Nation. Yet the fact that those familiar financial
arrangements are the cause of widespread and systematic denials of
equal educational opportunity is largely unn(f)preciated. In fact, the
ways in which we raise and spend money for education guarantces that
children who come from the most wenf;hy and prestigious communi-
ties will ordinarily be provided the best education that the public
schools can offer, while tﬁose who begin life with the disadvantages of
impoverished family and neighborhood backgrounds will generally
be relegated to second-class schools.

In all the States except Hawaii, public clementary and secondary
education is financed by a combination of local, State, and Federal
resources. Local funds, derived from the real gropertv tax, provide
better than half the revenue for elementary and secondary education
for the Nation as a whole. State aid, officially designed to assure a
minimum statewide level of services and to offset local variations in
taxable wealth, provides more than 40 percent of total public school
funding. The national government, the junior partner in educational
federalism, furnishes the remaining 7 percent of school revenues
through a series of categorical programs intended to serve particular
educational purposes.

This report will discuss this partnership for financing public cle-
mentary and secondary education and will analyze the ways in which
that system contributes to educational ineguities. We have divided
this study into five major sections:

1. As a means of providing clarity in an area often character-
ized by vagueness, we define our understanding of equal educa-
tional opportunity.

9. We describe the patterns of fiscal disparities that exist
amnng and withia schooY districts.

3. We discuss the reasons for these disparities, examining the
role of local, State, and Federal programs.

4. We turn to the courts, and analyze the impact of Serrano
versus Priest and Van Dusartz versus Hatfleld—recent cases that
have declared systems of school finance unconstitutional in Cali-
fornia and Minnesota.

5. We will advance several suggestions for moving toward
more equitable patterns of school finance.

. )




Chapter 1I

UNDERSTANDING EQUALITY OF
.EDUCATIONAL OPPORTUNITY

Like democracy and justice, equality of educational opportunity has
almost as many definitions a5 1t does definers. Rather than simply
adding our-own preferences to those of our many: predecessors, we
would like to assist the committee to sort out the central themes in
the differing approaches. - : ' . -

As a start, we would suggest two major distinctions. In the first
category are those conceptions which emphasize equity in the distribu-
tion of educational services and their outcomes, educational achieve-
ment. The second major perspective sces equality in education pri-
marily in terms of how the costs of education are distributed. Most
conceptions of equality of cducational opportunity suffer because they
fail to concern (t]hemselves with both sides of the problem, equity in
the distribution of education as well as equity in bearing their costs.

. Byoan EpucarioNar QrrorruNITY A8 EQUITY IN JEDUCATIONAL
©ue o0 Lo SERVIOES ' AND AOGCIHIEVEMENT ’ S

et T ABROLUTE - EQUALITY IN SERVICES -
. "W begin with what is probably—in our eyes nnfortunately so—the
most widely. prevailing concept of equality of educational opportunity,
absoluto equality or identity in the level of educational services acs
corded all.children. Such a view frequently measures the evel of serv-
ices in terms of equal per-pupil-expenditures or equal expenditures
adjusted. for cost; di ff'e}'e;};iq{;_; or.clse by some crude.index of the-qual-
ity d,f,,’educahon,,suchas_.c,q_ualjpu{)il'—teiwhel‘ ratios, or th¢ Tike. This
view'of, the requirements of equal opportunity in education is fre-
(ﬁuent.'ly wvoiced by those who have been so impressed and distressed by
the marked disparities in school services that they turn to its converse,
absolute equality,ns a ready. remedy. Besides stressing: its .simp_lic'_it'y?
those, whe favor this test also suggest it ns a useful minimum step n
moving toward full edycational equality becanse it would serve as,an
imménse ddvance over the curront system which regularly works to the
disadmnftagq,of—the_poor and the minorities. . .. .o o
. Tt.is our vieiy, however, that, this is o case where “tLe better” is the
enemy-of ‘fti;e;'l)est,’f:qncl that acce tance of o definition of eqnal op:
portunity in torms of equal expenditures or services for.a]l children
18 in ppposition to what we know about the differential learning apti-

tudes of children; or, what we:take to be a domingnt gon] of ‘Ameri-
. ) . - ' N o '._'.“:. -‘r ‘ . .: . b.'.-,. . l BTN N
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can education, that is furthering social mobility. To be meaningful,
we would suggest, a theory of equal educational opportunity must
take into account both :
1. The purposes of education ; and,
2. What little we know about how children from different back-
grounds and with differing abilities learn.

SERVICES RELATED TO EDUCATIONAL NEED

A primary function of public education in America has been its role
as a vehicle for social mobility. The goal has been to equip children
of moderate means and meagev status with the skills needed to com-
Fete on equal terms; in the search for a good life, with children of
righer station and greater wealth. While, as 'a' personal matter, edu-
cation may well be seen as an end. in itself; as a public service educa-
tion i3 a_means to a number of civic and economic ends—chief among
them being equal opportunity in the competition.of life. Equal edu-
catiohal opportunity should be intended to serve that larger.goal ; and,
as our society has come to place increasing:emphasis on credentials,
degrees, and technical training, the role of education has become even
more important in determining life chances. Meaningful equal edu-
cational opportunity, therefore, must equip children from any back-
ground to compete on cqual terms with children 'from any other level
of society. - - R - : o

The implications for public policy that spring from this under-
standing of the goal of equal educational opportunity are clear: More
services must be focused on those with disadvantages in their abilit
to succeed in school ; so, that when their basic education is completed,
children from differing racial and economic groups—as nearly as pos-
sible—stand on an equal footing in terms of educational attainment
with children who began school with greater advantages. Individual
differences in achievement there must n%ay‘s be, but equal educational
opportunity requires that educational resources should bedistributed
to offset societal and inherited impediments to succéss in life. In short,
equal educational opportunity means that services—and thus, expend-
itures—should. be related to educational need as'defined above.

Neither of the authors of this testimony would minimize the prac:
tical difficulties in implementing this view of equal educational oppor-
tunity. We are both aware of the questionable results of previous
lnrge-scnle efforts’at compensatory education like. Title T of ESEA,
and some of the large local programs like New York’s More Effcctive
Schools. We know that educating the children of the poor and of
racial minorities is one of the things American schools do worst. We
are not unaware either of the evidence of the apparent impotence of
schooling in comparison with out-of-school influences on childrén. And,
we have both had the opportunity, in prévious research, of developing
techniques for identifying educational need—both on' the basis o
admittedly imperfect achievement tésts, and ‘on the basis of social
and economic indexes of need. Yet with all'the problems associated
with it, allocating resources in proportion to educational need seems
an indispensable part of a meaningful publi¢ policy designed to fur-
ther equality of educational opportunity. We shall use this view as




one of the tests by which we shall subsequently measure the degree of
inequity in'the financing of education in the United States. o

EqQuaL EpucaTioNan OrrortuNITY A8 EQUALITY IN BEARING THE Cosrs
R A SR EP O e N LT R M

“‘Hotw 'thecosts 'of ‘eéducation ‘are distributed: is‘another important
themeé in‘discussions 'of equality of éducational opportunity. -Indeed,
much'of ‘the court’s concern in Serrano versus Priest was ({irectedfto
that question. Their- findings—that poor communities which taxed
themselves at’ higher rates were frequently unable to support educa-
tional ‘services at ns high a‘level as Ticher communities taxing them-
selves at lower rates—weighed heavily in the court’s decision to find
that system in violation of the equal protection clause of the Fourteenth
Amendment. . . . o .
T EQUAL SERVICES FOR EQUAL TAX EFFORT '
' Onéipossible outcome of the Serrano'decision would be a system ar-
ringed so that'communities' making equal tax effort receive equal edu-
cational 'services: Perhaps'the most ‘pérsuasive’ spokesmen for this
view are the’ t'v'vo"a'uthdrﬁ‘of ‘the'influential : amicus brief in the Cali-
fornia' case; John Coons'ind Stephen Sugarman—who are also the
authors of an important néw 'book on educational finance.* They ar-
fiie that the Tight of- 10¢al school districts to opt for different levels of
éducational i offerings ‘should ‘be'maintained; but’that: each’ commun:
ity should have an equal opportunity to select any given level of edu-
cational expenditure. State aid would make up the difference between
the yield of millage levels in districts with differing tax bases. Thus
the State would guarantee that equal tax effort would produce equal
education. The principle of power equalizing, as they call it, could
theoretically be extended to the family level as well as to the school
district—but the principle remains the same. In either case, the test of
equity is the power of equal tax effort to purchase equal services. It
is consistent, 1t would seem, with one of the familiar principles for
~ judging the fairness of a revenue system—payments in proportion to

enefits received.

~ TAXATION IN PROPORTION TO ABILITY TO PAY

o o While benefits in accordance with payments is one possible definition
| T of equity, a criterion that seems far more in keeping with modern
L democratic ethics is taxation proportional to one’s—or a school dis-
trict’s—ability to pay. This criterion of equity underlies the graduated
income tax, for example, and would be approximated by systems of
State or Federal aid for education which used a sophisticated measure
of community wealth as the criterion for school aid allocations. Pat-
ently, for many school systems the amount f taxable prperty per
pupil is an inadequate measure of their ability to pay. Income may be
- more realistic, or a combination of the two. In addition, & measure that

* takes-account of: the greater demands of a wider variety of public
. YRR TS i it T 5. “ e e T

4jobn E. Coons, Willlam H. Olusie 1IT, and Stephen D! Sugarmen. Private
. Wealth, and Pudblic Eduocation. Cambridge: The Belknap Press of Harvard
University, 1970. o : ‘
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services iiecessary in urban areas should also be used, Measuring effort
by the total tax rate—municipal and edicational tax rates—is one way
of doing that. ... .~ - . o :
In establishing a definition for equality of educational opportunity,
the way in which costs of education are;distributed is an,important

component to be considered. Qur preference in developing such a defi-

nition is for a system which distributes the costs of cducation in propor-
tion to a realistic measureof a community’s or. the individual’s abilit

to pay. For .educational finance, the adoption, of this goal would call
for new approaches-to equalization in most States of the Nation. . .
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* In short, in both the distribution of services and in the methods for
supporting these services a humber of definitions of equahity of educa-
tional opportunity are available. While .we have expressed our, prefer-
ences among these competing criteria, what is probably most important
for: this committee to note.is: That regardless. of which of these tests
of equity one wishes to apply, the current system of financing public
education in the United States. fals.to quali

. ify. In short, there is.no
recognized test of equal edycational epportunity whick our current

system of education finance 18 able to meet, In the next:section of our
testimony, we present.examples of;the evidence from which we draw

that conclusion. "= -, .l o eor L N T PR YR S TR PR
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CHAPTER III-
THE. PROBLEM: INEQUITIES IN SCHOOL -

Tue MAGNTIUPE OF EpucaTIoNaL REVENUES AND EXPENDITURES

‘The magnitude of the American public educational enterprise is
breathtaking. Designed to educate a children through age 16 and
most . well beyond that point, public schools eurolled 47,238,087 students
in 196970 and spent $39.5 billion. Almost 50 million Americans were
thus involved on a full-time basis in public education—more persons
than are found in any other segment of Americanlife. - =~

Total expenditures for public education in America have risen dra-
matically in the past half century and particularly during the decade
of the 1960°s. Between 1960 and 1970 total expenditures increased by
153 percent from $15.6 billion to $39.5 billion. During the same period
enrollment increased from .36.1 ‘million to 47.2 million, or just-30
percent. - . .. [ TR o
- Expenditures. for public education have risen more rapidly than
general indexes of the Nation’s wealth. Public school spending ab-
sorbed 2.3 percent of the gross national product (GNP) in 1949; but,
by 1967 schools spent 4 percent of GNP. During those 18 years GNP
increased at an average annual rate of 6.4 percent while school expendi-
tures rose at ar_mnnua'i rateof 9.8 percent. . . . .o ¢

‘These figures, of coursé, include only the direct costs of public
elementary and secondary education. While they will not enter our
analysis, other nonpublic and indirect costs add significantly to educa-
tional expenditures broadly understood. Nongubhc schools enroll bet-
ter than 10 percent of the Nation’s schoolchil ren; on-the-job training
‘programs_in' industry, government, and the Army educate millions
more. Perhaps'the largest: single indirect cost of public education—a
cost frequently ignore by writers in the school finance field—is the
earnings forgone by students who attend school rather than obtain
employment. Forgone earnings of students, aged 16-and-above, were
‘estimated at between $20 and $30 billion in 1967, assuming that approxi-
mately 75 percent of them ¢ould have been employed if they so Sesi_r'e'd.
. Despite these massive ex enditures, however, we face a fiscal crisis
in education. Tncreases in class size, elimination of experimental pro-
grams, and.early closings are but the most dramatic manifestations of
what happens when educational revenues do not keep up with costs.
Yet despite, the serious plight of many school systems, the greatest

financial crisis is not the-overall inadequacy of public spending for
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educati~n. The real crisis is a crisis in equity, not adequacy, for if sub-
stantially more funds were suddenly forthcoming tomorrow, under
present patterns of allocation inequality of educational opportunity
would be as great then asit is today.

VARIATIONS IN:'SCHOOL ; SPENDING

Varjations in expenditures across the Nation are spectacular. A care-
ful study‘some years ago' found variations ‘of classroom ‘expenditures
for the entire country of iedrly 4-to-1-after the obviously unrepre-
sentative districts had been eliminated.

TasLe I—Current ewpendz?ure} per classroom in 1960

PPN N [ R A

" Relected items

Classroom expenditure level: .. ... ... ~. ¢ .. t. .. ... Amount
i, High ___ S e R e il $25, 237
7" At the' 98th- percentile__: Sl e 18,177
'Atthe90th i)el‘cenﬂlp" FERYIE -- _. R . :".".’. i .5(__ 11,063
- - iAt:the T5th pereentfle...__._._ .. ______ - . T _ .. _ . _ "_-.9,697
.. -Median. for United States_. N ——— . et - T, D28

" At the 25th percentile_ ——— : ameecee 5,708
At the 10th percentile. ______ ... ____ _ . O 4, 365
‘At'the 2d percentile . oo o 0l Uil 8,410

- Low - S L S NS R LemdndoomcZo 1, 495

- S6uRcE: Profits in’ School Support, U.S." Government Printing Office, p.: 4
Forrestlw..Harrispn and-_E_u.gene P. MgI',oone.:.l:v""» o e R

‘" Within individualStates, high' spending districts outspent_their
low spending neighbors by i)_etter than two .to one..A quick check of
current data on high and low expenditure per pupil districts collected
for 1969-70 showed even higlier ratios; ‘but','tge two studies are non-
comparable in their techniques'and’ do. not necessarily suggest a trend

toward greater disparities. (Ses Table IL)" =

Tantz IL—Intrastate disparitios in per pupil ‘éapenditures 1969-70

. --.v-.,‘,;».,'Higl;/low

o . High . . Low index

Alabama. _ oo o Ll - $581L .- ..'$344 - oL LT
Alaska Revenue/pupils_ .. ....___.:_-7 .. 1,810 .:..'..:480. . . 3.8
Arizona. .. ____ S, mmmmmemeteeoo 0, 2,228 0 436 5.1
________ e : [: ~ - ” - 1.9
wmmmnmdrd il 2,414 - 69 o 42
Sliemisaedioo Llidea tom T 2/801 ioli444 0 0B, 3
memmmmezveonliilonliaie e L8100 408 i 2,6

_____ R SR l,'QS;l.‘,‘_ . 633 ‘L7

ida o S 1,036 1.7

i =2.0

--dredon _ e 736

_______________ TR

'’5.9

e 0201

; 5 0 D924 ‘ cn2:0

KANSES_ - oo 1, 831 454 10
Kentucky - el 885 358 2.5
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. TaBLe: IL-—Interstate disparities in per pupil ewpendztures
1969-70—Continued P 1
TNy R e T et e s e e Y
Y . } " Highflow
Vet High Low index
totisiana... lmiiallonil 892 499 1.8
- Maine. L o i e 1, 555 frogeg Tt 6.8
Maryland . - oo e . 1,037 635 1 6
Massachusetts - - ceoomccmmcomaeao 1, 281 515 L 2.9
Michigan.. . - o oo aaaeeeeaeee 1, 364 491 - 2.8
MiInNesota .. - - - el e e i : 903 370 - 2,4
Mississippi- - - -- e mcmemmicedean » 825 283t 300
MiSsouUri- - - ool m e cace el - 1,699 213 17 7 80
Montana average of groups_......_... 1,716 539 T 302
Nebraska average of Eroups_ - CCecaa- - 1,175 - 623 - - LY
Névada. - - ~——_. e 1, 679 746 S g
New Hampshire oo o comoeoraiceeeaa 1,191 - S8 e M 308
Neéw Jersey 196869 oo ooua-. 1,485 - 400 3.7
Mew MeXiCO—oocmrvmemmmmeieeeeas 1,183 41T 2.5
New.York__-__...", .................. - -1, 889 - --669 ¢ 2,8
North Caroling. . . e oaaaaiaoooo : 733 467 - ‘1.4
North Dakota,. county averages. .- 1, 623 . 686 2.3
Ohi0. o e emimdcc e ccmmm——— i 1 685 - 413 ¢ 7 4.0
Oklahoma - _~~_- e mcccmcmemammm———— 2 566 42 T8
Oregon_—— - —wonx e ccmmcmemnma—a= : ~'1 432 309 - - 35
Pennsylvania - oo cmeeman L 1 401 .. 484 2,9
Rhode Island .z co oo e e ———— 1 206, 0 . o531 . . . .23
South Caroling. ... i ma-.l cmis 610N 89T T LD
South Dakota_ .-~ -.. L T4 380 T B0
Tenrlessee_,_;-; ———- AT (IR ) U R
Texasi__.-~ el aaal 2o, 3340 T s T 20,2
Utehomn o oo eemmemm 1,515 533 2.3
Vermont - ~——_-- 1,-517 357 R
Virginia. - - 1,126 441 T 6
_ Washirigton 2 2_ LRSI A2 ]
! West: Vn‘grma.__- ‘ - o ey 722 "‘f'i-:', 502 ; vt 1.4
; Wisconsin . ooo-z- 01,432 000 344 L 4.2
G- Wyommg : ' ) 14 554 618 23.6
t : ' ‘!.' ( [ L o
LT v . X TR Ry oy ey lide ' .l.' e
For New J ersey dntn are for ﬂscal yenr 1969 since ﬂscal yem 1970 dnta were
not;etnvnilable N T e a1 e bt
»» For Alaska, date represent reyenue per pupxl . ) oo
For Montana end Nebraska dute are hlgh end low of evera.ge for drstrxcts
grouped by sizel’l i i
¢ !For North Dekote*data are! avereges of . expendntures of all dxstncts wrthm a.'
cc“nty "‘“ IR “[‘} [ rn i
-Data are'not fully comparnble between States smce they are, based entxrely on
what data the, mdrvxdual State mcluded m therr expendntures-per—puprl analysrs
SRR SR I5 AT SR
RELE ')‘!Al' -
i',\l‘ ".v’::; N ' 43 oy :' ; DHNLAS ;b oy N S O
; , CE qCITY——{SUBURBAN Dlsmfu"fm e of ber R
| " 'I()_))I.le ofthe i  major 1pequ1t1es m educatlonal ﬁmtnce is that varmtlons
: in ex ndltures often; tend to'le inversely, related to educqtlonal need.
’l‘he ollowing teacher ‘and expendlture data contrasts ‘conditions;in
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cent;'ul cities. with surrounding high .prestige suburbs.:(See Table
IIL e

TapLe IIT.—Comparison of pupil/teacher ratio in selected central
CoT ~ cities and suburbs, 1967 *

p . —
- C _ Pupil/teacher Per pupil

City and suburb S ratio  expenditures

-Los Angeles___ i ____ 27 .. -$601
. « Beverly Hills____________. . _________ 17 01,192
. San Franeiseo- - oo oo 26 L. ,693
 PaloAltoo o ______ 21 T 984
«. Chieago_ o o il o__C T T : 1 |
v Evanston .o oo NS - S £
- DetrOite o - - oL 31 530
.. Grosse Pointe_________.___ .. ________ 2 . .3
+ St Louis. _ - o e . 30 .- ., 525
.. __University City__ o ____ 2 Y4
=~ New York City_ ool __._. : 20 . 854
. Great Neek_._ o _____ _ 16 . 1,391
.. Cleveland_ _ _ _ .o ______ o 28 559
. - Cleveland Heights_ - _._______.__. 22 © 703
~ Philadelphia - _ o 27 817

Lower Merion .o _cooo_o____. o 200 7 733

* Taken from: The Urban Education Task Force 'Regort (Wilson' C. 'Riles,
chairman), New York, N.Y.: Praeger Publishers, Inc., 1970. R
. Source: Gerald Kahn and Warren A. Hughes, Statistics of Local Public School
Systems, 1967, National Center for Educational Statistics, U.S. Office of Educgtion.

;; Note that in’ every case, city students had less money spent on their
education and higher pupil/teacher ratios to conténd with than'did
their high-income counterparts in the favored schools of suburbia..In
a recent study of five large industrialized States, it was found that in
four of the five States, central cities averaged nearly $100 léss per
pupil in total expenditures than did the suburban districts.* .
The real inequity, however, lies not in the fact that cities often spend
less per pupil than their suburbs for education. Even if urban expen-
ditures were the-.equal-of: subiirban expenditures: or :exceeded them
slightly, as is the case in some sections of the Nation; the' denial of

' _Zgualedumti,onal.Oppqrtuni,txlwbﬁldp‘er.Si‘s'tl‘For'the"cOSt_‘of,prpVidihg

: c,.,.‘Joei~S.¢ Berke, Step_he;i;K. Bailey, Alan, K. Campbell, ‘Seimour Sacks; Federal

ucational services 1n large central cities is far moré than it is in the
suburban'ring: As a :-resu%t,‘-when cities.spend the same or: slightly
more than their neighbors, they are getting far less in proportion: to
their éduicational need, The feasons are these: First, the'cost 6f things
school§ miist purchase are higher in large cities; and, sécond, the cities
have far higher proportions‘of éducaticnally ‘disadvantaged pupils
who need more_concentrated and expensive, programs if they. are to

Aid to Publio Education; Who. Benefita? U.S, Senate Select Committee on Equal
Edu'c'ﬁtig'x'i‘ul ‘Opportunity ‘dom’_mltgégf prlnt,"’GoVernme‘(nt ‘Printing "Offi¢é, ‘April
T PR A N T P EE A
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achieve at average grade levels. If equal opportunity in education im-
plies that resources should be allocated in proportion to educational
need, the cities with their higher proportions of the poor, the physi-
cally and mentally handicapped, t{;e ?oreign born, and: the victims of
racial discrimination lag far behind their rightful level of educational
services. - : . : : :

Data on a representative-sample of New York State school districts
makes these points rather starkly. Grouped by property wealth cate-
gories, city school districts and noncity districts are contrasted in re-
gard to their education tax rates; their tax rates for all municipal func-
tions; their State aid for education ; their total expenditures per pupil;
and lastly, by two measures of educational need—the: percentage of
the school district’s pupils scoring two' grade levels or. more below
the norm, and the percentage of pupils from families receiving wel-
fare payments under the Aid to Families with Dependent Children
program.’ - T : s :
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The results are clear. Cities have somewhat lower education tax
rates, but consistently higher tax rates for all functions. Their State
aid is slightly less than it is for comparable noncity areas, and their
expenditures for education lag even more. What is more significant,
however, is that these somewhat lower expenditures must serve a stu-
dent population which the last two columns demonstrate consists of
twice to three times the proportion that noncity areas have of students
who are educationally disadvantaged by either an achievement—third
grade reading ability—or an income—AF DC quulification—measure.

Dmecr CORrrReLATIONS BETWEEN, COMMUNITY WEALTH AND
ScuooL SPENDING

Ineguities do not arisesimply because of contrasts between the fiscal
and educational characteristics of city, suburban, and rural jurisdic-
tions. Even within siburban portions of metropolitan areas there is
a clear pattern of higher quality education in districts with higher
economic status, and their is considerable variation in the economic
standing of suburban school districts. For example, correlations be-
tween rank in property valuation and rank in per upil revenues is
virtually perfect in Table V despite the existence of State aid systems
which are nominally equalizing. (See Table V.)

Table VI ranks the same school districts from Table V on the basis
of their median family income. Again we find a general pattern of
higher school revenues the further up in the income scale of communi-
ties one goes, although the relationship is somewhat less clear than it is
in Table V. Yet in cach of the five metropolitan areas the highest in-
come school districts spend more per pupil for education than did the
lowest. In short, “them as has, gits” when it comes to the distribution
of school resources in the five metropolitan areas of Boston, Los An-
geles, New York, Houston, and Detrot. - :

These patterns and exsmples:are not isolated instances. They are
duplicated in countless studies and through the ofticial reports of vir-
tually every State in the land. Quite simply, they are typical examples
of the fiscal roots of inequalityin educational opportunity that charac-
tc(e;‘ize the distribution of the benefits and burdens of American public
education. SRR R S

58 <
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Disparrries WitHIN: ScHoon Districrs

The immediate impact of educational finance occurs, however, in
individual schools. Yet commenting upon the patterns of disparity
in the allocation of resources within school districts to individual
schools is at present a hazardous activity in all but a few school sys-
tems of the country. Adequate school-by-school data are frequently
unavailable and often unreliable. =~ .

However, some things can be said about expenditure patterns by
schools. First, patterns of discrimination which assigned lower re-
sources to students who were black or of lower socioeconomic and
minority racial status were probably both common and systematic
through the 1950°s and early 1960’s. Studies of Detroit, New York,
and Atlanta found fairly clear discriminatory patterns. Since the
mid-1960’s, however, scattered evidence suggests that at least in ex-
penditures, intradistrict discriminatory patterns are weakening or
yielding to very mildly -compensatory ones. But the source of the
change appears to be predominantly the effect of Title I of ESEA
and State funds earmarked for the disadvantaged. Studies of Chi-
cago, Rochester, Syracuse, and a decentralized district in New York
City reveal this phenomenon. In the New York State study, schools
with the highest proportions of low. achieving pupils received less
funds from %qcal and general State aid money than did the most ad-
vantaged schools; but, in those three. cities, schools with low achieving
pupils had 15 percent, 5 percent and 0.15 percent more to spend when
Title Iand State “urban aid” wereadded. © = -

Yet even these studies showed that teachers who were less ex-
perienced and new to the district were concentrated in the schools with
the highest proportions of educationally disadvantaged. Patterns of
rigid discrimination in funding may be breaking down as measured
by expenditures and by some school service measures. But what actual
compensatory spending and staffing has occurred appears to be of
very mild dimensions indeed. o s -

TaeE Rurar ScHoorL FiNANCE PROBLEM

If there is a distinctive urban problem that is-apparent in contrast
" with suburban areas, there is also a distinctly rural school finance
problem. In the latter case resource inadequacy for education is not
primarily the result of competing demands for governmental services
» ! ag it is in more urbanized areas. Rather the problem is frequently the
| g virtual absence of taxsble property, and variations that come frora
| ' the location of particularly valuable realty—say resort facilities—is
all the more apparent. While rural areas have not suffered from the
discrimination in the distribution of State aid that cities have, their
high educational need is quite parallel to the urban situation. The
following table shows several of the dimensions of the problem of
rural areas, and Table VII casts additional light on the problem.
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TasLe VII.—Capacity and need in central cibies, outside central caties,
and rural areas wn 1969
. Outside
Outside metro-
Central central  politan
cities cities areas Total
Tiscal capacity:? Median family
INCOMC - _ e e $9, 157  $11,003  §7,982 $9, 433
Need: ! .
Households below the pov-
ertﬁ level 1969:
umber (in thousands)... 2, 865 1, 670 4,124 8, 659
Percent . .- 14. 5 7.8 19. 0 13.8
Families below the poverty
line 1969:
Number (in thousands)... 1, 484 931 2,533 4, 948
Percent _ .o o.-. 10. 1 5.0 14,0 9.7
Persons below the poverty o
line 1969:
Number (in thousands).-.. 7, 645 4, 492 11, 894 24, 031
x Percent_ . oo _..al. 13. 3 6. 2 17.1 12.1
‘Median school years completed S : : :
1969 o e e dememceeo e 12. 6 12,7 - 12,4 12,6
Percent teachers with B.A.2 1968__ 96. 8 95. 9 91.4 _____.__.
Percent teachers with M.A2 1968.. 28. 6 24.5 - 18,7 coeeaee

! Data compiled from: U.S. Department of Commerce, Bureau of the Census,
Special Studies, Social and Economic Characteristics of Metropolitan and Non-

etropolitan Population p. 23 No. 37 Washington, 1970.

31%IEW, OFE, N CES, Statistics of Rural Public School Systems: Personnel, 1968
p. 10. : .




Chapter o
INEQUITIES IN EDUCATIONAL FIN ANCE
CTHE CAUSES "

In the absence of explicit’ constltutlonal asmgnment of educatronal‘
respon31b111ty to 'the Federal Governmerit, plenary power over ‘edu~
cation’ rests with" Stiité - governments. In v1rtua11y ‘every ‘State, the
legislature is; requlred 'by the Staté’s constitution to estabhsh and’
maintain some Jand of system of publlc education.’ ‘States’ ‘have tra~
dltlonally ‘delegated muchof their inherent control ‘over - education
to'local school'districts, 90 percent of which dre indepenident of‘local
% overnment but dependent upon the State legislature for their powers.

hus has emerged the system of mixed, or shared, power that charac-'
terlzes Statelocal relatronshlps in’ pubhc education: © ‘- e

**Thé, tradition’ of delegatmg ‘State' powers'to local’ school dlstrlcts
has’ thée' most ' 'profound lmphcatlons or ‘school finance:’A s ‘wé have
previously 'mentioned, -States usually allow "local school’ 'distriets’
access 'to certam taxable résources——typically real property taxes~—
from' which'school districts are expected) to obtain & considerable-por-
tion of their revenues. Thesé local’ réventies ‘are’ supplemented with:
funds: derived from State taxes. In'1970-71.States provided 41 per-
cent of the funds used for public. education, while local. school district
revenues—mainly: from the property: tax—provided .51 Jpercent. These
proportions have:remained: remarkably .stable over: time, Federal
revenues the same year accounted;:for only; 7. percent ,of .school
TeVenues. » o' i, i SR RICERS Py

In-the: early11930’s there were appro‘nmately 130 000 local school
districts! in tAmerica, iinchiding : thousands. ofi.one-room,:.one: teacher
districts::The number{ of- dlstrlcts steadily: dechned duun«r the1940’s,
1950’s,,and. the!1960’s;until in 1969:70 there;were only, ,18 ,904.% The
delegation- of:taxing. powers:to: a'vast: and changing. array.of, local
dlstrlcts has; resulted in: two cardinal facts: Local; schoolx dlstncts are
grossly unequal in their local fiscal resources; per, pupll and the level

of fiscdl resources-isunrelatedito. the types;of educatlonal rograms

needed ! by, the, pupils.of, ‘&’ district. This arbitrary.:grant o; unequnl
taxing. powerito local school districtsnot, only: distinguishes. American
schools; froni,ithose, in; most; other: Nations but is.the. most. pervasive
single. detetminant. of the;quaht'y andlevel of educatronal ser,ygces in
local schools.b ankd shrezes st Brge wregd wasind=h Hacbend e
el eyt S At baslen w Uanol sl Mot

*In: 1969 only, 1;608:5¢chooli dlstricts ‘were: ‘!dependént&’onllocnl toWnyqr\c011nty
governments,, Dependent’ dlqtricts,nre mogt freqtiently fonnd, in large, citles and
throughiout New Bngland; and. in-thé Stites of Maryland, North' axollnn and
-~ Virginia. N.E.A. Research Bulletin, Vol. 48, No. 2, Mny 1970 National Education
Association Washington, D.C., p. 88. a9

b B gy
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 State governments thus have complete authority over arrangements
for financing public schools. States exercise this authority by a va-
riety of legislative actions—specifying the conditions under which
localities may levy taxes for schools—by appropriating State funds
and determining how they shall be disiributed among local districts;
and by determining rules regarding schiool expenditures.

Since the 1920’s the principle of equalization has been a central
threst of State aid to local school districts, Equalization usually refers
to equalization of the taxburden for edu.ation or equalization of the
provision of educational services. If the universal State I{)rz}ctice of
delegating to school districts tlie'power to tax implies a public policy
that.a better: quality .and. quantity; of public services.should be pro-
vided .to-the rich than to the poor, then the.presumed intent, Of,.S}.t)a,t@g
“equalization” programs is to nullify the fiscal and educational impact.
of the: delegation of ithe; property: tax to local districts. Actually, as,
we:have shown, States have succeeded in equalizing' neither tax;hur:,
dens.mor educationa] services,: and :the result is a h

nd :the r odgepodge of ir:,
rationalities: and. inequities so._confusing that it is obviously wrong;
to call.the arrangement,a “system” for financing schools in_any but.
the 100sest SeNSe.. - oo’ o et s e
The effect of a State decision :to.use locally levied property. taxes as
the :base. for school support, was explained in the Serrano decision: of
Angust 30, 1971..In the majority opinion, the court.carefully explained
that, California’s #funding scheme .invidiously discriminates.against
the.poor because.it makes the quality of a child’s education a function.
of‘tﬁe .wealth of his parents.and meighbors.”: The argument is so lucid
and persuasive that we,quote from it gt lengths ... . s
‘- By far the major'source of school:revenue is:the local real -
I+ property tax, Pursuant to article IXy section'6 of: the Cali- *+
?ornia‘ nstitution; tlie Legislature has authorized the gov-:
 ‘erning body -of each’'county; and-city and:county, to levy - -
i taxes on the real property :withinia school district at .a rate
. necessary to meet the district’s annual education budget. The'
" amount of revenue whicl a‘district/can raise in this manner
“ " thus ‘dependslargelyon its tax base—i.e.; the assessed valua- -
*~ " tion of real property within its'borders, Tax bases vary widely '
* 7! througheut the: State; in 1969-70, for example, the ‘assessed -
'~ “valuation per-unit of average daily:attendance of elementary:
- school children: ranged: from a!low:of:$103 ‘to- a peak of:: ..

+1$9592,156—a ratio of nearly 1:to 10,000, .= <5t SR LA
-::7::The ‘other: factor ‘determining local ‘school revenue-is the i “:
irate of taxation: within ‘the’ district.” Although:the Legisla-‘ "
i ture has placed ceilings on’ permissible district tax rates, these: - !
77+ statutory maxima may be surpessed:in a'“tax override” elec-:: " -
i tionif a'majority of the-'district’s voters:approve ‘a-higher!::::-
rate. Nearly all districts have voted to override the statutory:- !
limits. Thus the locally raised funds which constitute the larg- ---- -
» i@t rportion of:schiool revenue-are primarily:a function of:the:. ", :
- yalue/of therealty within a particularsehiool district, coupled
LR Gnaniled STODonnl UL S e it e LN
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with the willingness of the district’s residents to tax them-
selves for education. R R o C
Most of the remaining school revenue,comes from the State
- School Fund pursuant to the “foundation program,” through,
which the State undertalkes to supplement local taxes in order,
to provide a “minimum” amount of guaranteed support to.all
districts .. .” With certain. minor exceptions, the .foundation.
program ensures that each school district will receive an-
nunle, from State or local funds, $355 for each elementary.
school pupil and $488 for each high school student.

. The State contribution is supplied in two principal forms.
“Basic State aid” consists of a flat grant to each district of
$125_-pep puI‘)il per year, regardless of the relative wealth, of
the district. “Equalization aid? is distributed in inverse pro-
portion to the wealth of the district. .. . : S

"To compute the amount of equalization aid.to which a dis-
trict is entitled, the State Superintendent of Public Instruc-
tion' first, determines how, much local property tax revenue,
would be generated .if the district were to levy a hypothetical
tax at ‘a:rate of $1 on each $100 of assessed, valuation in cle-,
mentary school districts and $.80 per $100 in high school dis-
tricts. To that figure, he adds the $125 per pupil basic aid
grant. If the sum of those two amountsis less than the founda-
tion program minimum for that district, the State contributes,
the difference. Thus, ‘equalization. funds guarantee to the
poorer districts a basic minimum revenue, while wealthier,

districts are ineligible for such assistance.” =~ = - "

. An additional State program of “supplemental aid” is avail-
able to subsidize particularly poor school districts which are
willing to make an extra local tax effort. An elementary' dis-
trict with an ‘assessed valuation of $12,500 or less per pupil
may obtain up to '$125 more for ench"cfxild‘if it sets its local
tax rate above a certain statutory level. A high school district - -
whose assessed valuation does not exceed $24,500 per pu']iil s
eligible for a supplement of up to $72 per child if 1ts local tax
is sufficiently high. - o o

- " “Although“equalization. aid .and supplemental. aid -temper

" the disparities which result from-the vast- variations-in real’

property assessed valuation; wide differentials remain inthe"
revenue available to individual districts and; consequently, in-
the level of educational expenditures.* For example; in-Los:
Angeles County, where. plaintiff children attend school, the |
Baldwin Park Unified School District expended only $577.49 *
" to educate each of 1t§ pupils in 1968-69; during the same year

£ 'the Pasadena Unified School District spent $840.19 on every
student;-and the Beverly-Hills Unified School District paid

- .. out $1,231.72 per child. .- ‘ i

+Statistics compiléd 'by- the legislative analyst show: the following range of
assessed valuations per pupil for the 1968-70 school year: =~ . ==
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~'Similar-spending disparities -have been noted throughout
the country, particularly when suburban communities and
urban ghettos are compared: (See, e.g., Report of the Na-
tional Advisory Commission ‘on- Civil Disorders’ (Bantam
ed. 1968) pp. 434-436; U.S.  Commission on Civil Rights,
Racial ‘Isolation in the ' Public ‘Schools ' (1967). pp. 256-31;
Conant, Slums and Suburbs (1961) pp. 2-3; Levi, The Uni-
versity, The Professions, and the Law.(1968) 56 Cal. Li. Rev.
251, 258-259.) L R
The source of these ‘disparities is unmistakable : in- Bald-:
win Park the assessed valuation per child totaled only $3,706;
in Pasadena, assessed valuation was $13,706; while‘in Bev-
erly Hills, the corresponding figure was $50,885—a ratio of
1 to'4 to 13. Thus, the State. grants are inndequate to offset’
the inequalities, inherent. in a financing System ‘based on
widely varying local tax bases. ~ L LT
-~ Furthermore, basic aid, ‘which constitutes ‘about half of
thée State educational funds, actually widens the gap between’
rich and poor’ districts, Such aid is distributed on a uniform
per pupil basis to all ‘districts, irrespective of a district’s
wealth, Beverly Hills, as well as Buldwin Park, recéives $125
from the State for each of itsstudents, .~ . .
“For Baldwin Park the basic grant is essentially meaning:
less. Under the foundation program the State must make up
the difference between $353, per elementary child and $47.91,
the amount, of revenue per child which Baldwin Park could
raise by levying a tax of $1 per 100, of assessed :valuation.
Although under present law, that: differenceis composed,
purtly of busic oid and purtly of equilzation iid, if the
asic aid grant did not exist, the district would still receive,
the same amount of State. aid—sll in equalizing funds.. =

(Gontiguation of footnofe’from provious'page) ‘* .
T T o Elemdntary, T Hight school

Sy ) ) )
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340, 093
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(Legislative Anglyst, Part V, supra,p.7.).
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e, Tor Beyerly Hills, however, the $125 flat_grant has real
financial significance '.,,Sipg:\é},ai; tiix',}",'&fe of '$1 pef $100 there '*

" swould produce $370 )ser o smentaty student; Beverly Hillsis"
.. ..xéceives. $125 per child from"the s “enlarging the |
R ) { B ’ i i DS SR NI H
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., far too rich to‘quallfy,for_eguahzm' ai(all.,Né’vertheless, 1t‘i§t1]l,- ;

‘art 5 i g SRS KA Fhygyaiit, s

¢ o the . tate, thus enlax;gmg the " -
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economic chasm between it and’Baldwin Park. e
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IV Ay Fsciy, Criis: Ire Gaveey "
" The most 'obvious’ ;fiscal ‘problein of urban:educdtion - is ‘that :city
schools ' do’ niot' Have' eniougli’ money: The'dggregate level of tesources
currently being allocated to urban!eéducation by local; ‘State;iandina
tional ‘goyernments ‘is inadequate when ‘compared ‘to requirements for
expensive educational services. But this'sesmingly simple:problem iof
an inddequate Jevel of resotirces turns dut,on #loser‘examination; tobe
a combination of nuterous ovérlapping and: sometimes contradictory
factors'deeply imbédded ‘ifi' the:intticatelintergovernmenital relations -
ofour’ Federal system. :For: instance, ‘Some problems. are :primarily
local in' charagtér; such as'municipal ovérburden; shrinking assessment
ratios; or'decaying property tax:base; matters:we shall discuss:later
in‘thisfcha'pt.er.f S TR "f: . 5,5' Py, "(‘.'!.[v'\"ll‘,( vt s ety i’.n‘ng ;}‘n.-l j
‘" But' ‘'when' such' fiscal ' circumstances ‘are: combined :with the!steady
flow ofi'educated’ people:outiof! cities—a ‘trend. that: has nowbeen
observed' for five' decades—and: their:replacement: in* the city:by. less
well:éducated: persons requiring ‘extensive-public services stich.as.edu-
cation; city schools find themselves'in.a double:bind so serious thatithe
‘ ‘probléems’exceed the’problem-solving capacity:of local ‘structures.and
; resources. Hitpil iy uiynriot il e SR ILR ATt
:» Unfortunately; these ‘problems :are:mdre often: compounded-than
alleviated by Stateaction. City:schools:are often hamstrung by St.:te
limitations:on ‘their itaxing power;:and:by State -aid: formulas which
favor:ruraliand -suburban 'districts. Stdte school: aid-formulas domnot
take into account:the fact that thecentfal city tax base must: be-used
, in a_much heavier proportion for nonediicational:piirposes-Lfor:ex-
i ample, police, fire, streets—than is true in suburbia. The result is that
P State aid per pupil is freqiiéntly-higher to'suburban districts than it
TP isto city districts, L R ‘
o “The" fiséal problems of urban ‘schiools' arefurther aggravated be-
o - caiise'urbanschioolsfeel imoré keenly than:suburban and riiral ischbols
SN the effects of three major.séts of constraintson school board: decisions
v about’ school ‘reveniiés ‘and- expenditures; The ithree sets can be called
‘ \ 'l‘q"'51'1’,5tlfiiditibfl'al",‘hﬁd’é@é’ibébdﬁdmid.‘""‘7’7’"‘!""3‘!""" i sy e T e
3 ' First; Federdl, State and locil laws arid'rilings restrict the: freedom
. to'marneuver of local decisibfi” makersiRights ‘of “citizenship inder
_ . the' T.S. Condtitution’; ‘stipulations-of Federal statites and: admiris:
Y trative' regulations'aiid’ ghidelines; court decisions ‘on#iglits of prop:
VL erty‘and 'tights‘of people ;" State ‘constitutiohdl ‘and legislative' man-
o dates; and, municipal policing power all take precedence ‘oveér school
S board authority and thus restrict local discretionary authority for
budgetinig. Statutory, restriétions from the:State level- are: especially
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coeg bl o b YT A P A S SIS e !
s‘choo,l;_,’dllétrl_ct_,s';_i in sevén of thé"(l’é largest cities, State
i i . AR AR NN TR T YRR Cpuitg ¢ SRS
1 cal'school board. t.a,:,r,m]g-\,powe.rs ig' more restricted for
city schoo cts tl f h

severe for city.
definition .of lo _ tric
1'districts than for. other ¢ 1001, distiicts in the'same State.
Tronically, city, schools deliberatély Sought:much of this special law
in attempts to insulate city: schools from the rigors ‘of city and'State
political machines, " AT R R i e

Second, and perhaps as,constrainin gs‘legqilqustxrictions,though not
nearly so visible, is the tendency’ in ig-city school $ystems for their
administrative. arrangements to,become,so formal and: inflexible that
they. may impairjthe functioning of the institution. and reduce,its, po-
tential for ndaptability. An: exampleis the tradition, in ;most cities of
the .so-called, “merit”, systems, for, promotions into,.and, within, the
administrative, hierarchy:; these systems:are. frequently., de¥ices, to
insure that no “outsider”can receive an.appointment: to ;administra:

tive position; and,also.function. to.establish, rigid, and, uniyersalistic

P ’

criteria for judging all.candidates ifor. administrative ;positions.,,, . ::
- {Thirdy; n-;-Stanford_>-Qniyemity.,.s_tudy; revealed;that more.than two:
thirds.of  the;variation:in; expendityres; er. pupil, among.. 107 of  the
‘Nation’s langest districts. was accounted ﬁ)_rgb.y.' sthe, Jwenltigm_ ,of the, dis-
trict and the sociocconomic level of its population.* This means; that
16cal:decisionmaking; pbont-urbanschool hudgets: must: be. viewed in
the. context.of a number-of de facto limitations;on phe,d,egi_aimmakers"
:nutondmyi';,Wt)rkingxfwithinf'[these):lim_ib_n,tions,- ,school; jadministrators
and: school:boards:tendito: assuine- that-existipg jprograms avill. continue

L4 i

aft f6cus theirobudgét: analysis, imeager (though iticis;iin some, cases,

upon: proposéd [changesin; oryadditionsto;ithe existing: programs. To

simplify the budget process further formulas are frequently.utilized
totletermine how muéh willsbe:required for particular, categories of
expenditure. The tsrmulas act.to centralize decisionmaking withinthe
gchool system:ind tendito: créate internally:inflexible jpatterns: fox allo-
cating school irésburdesyboth hiiman andimaterial;ssince: the basic as-
sum tﬁ’“;h';mmderlyigg usie_bfiiformulas:is thdt »éducational, services
should-be:distributed iequallyoricir qot moittoquteg aabenal dos s
11y wi slisgos a1 sidnisdrz ol ol 2i gsi—gloum it auliog g
3t sl edviniaih o/ Fe ProsertManh af L 1ocp his sl
: ' sdnitiethy ik o el
A lLschools; but;especially, thieamost urban and.the most rur: f schools
suffer.-from-the effects of-ralianca on -theproperty tax, as the,major
loedlsource;of: school reyenuey Lhe. propetty, {n¥is,the;largest single
sounce of revenue forall State-and; Ioeal governimentsyand provides, o}
percent of all public school revenue, (ver,98.percent of public school
revenues. from;local tax; sources are (roperty;tax; revenues, The yield
off the nmpen,@yntax.almsémc _egﬁedmhrogghqug the 20th centurys and
particnlanly since Worls 1:‘5. ar 11, yvhether that yield; is measured,in

absolute, «..i..ql.lansfq,r in.relation, to.the,gross national PR luct.or, popu;

latioh. Bable V111 compares State:an Jocal goyernment; propery. ts

1 LR o Tty ) L. e
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] i 'TI}BLE VIII‘—State and locul: governmént: property taz revenue i _
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" The 'fhll 1mport of Stnte lo’é‘al ‘féhance on the propert tnx hes in
conbloversms 1e<rurd1ng the equlty nnd a&mlmstrntWe practlcahty ,of
the’ propelty i;ms. Ne 7er’s, authoututlve tleat;ment of the property

o
be ms w,;ththesew ‘(;l”” —— ,1,“.,;),, i3 W Lol il

-niif - The (Ameucan property tax:abounds in- nnomahes. During; :-,
-1i-the past. century, no; major: fisel institution, here or abroa«i’
has geen criticized at such length and with such vigor; yetno:::
7 1 major: fiscal: institution has. chan ed-so little in modein;, tlmes. if
m;Thereus dvast: literature; on.the property, tax:;.yet: less.is: ..
-1 i-known:about its overall; :impact, mcxdence, and.effeéts than-is;:.i-
.7 kiown.about| any; other ;mn]ommx. Thedemise-of, the,prop- :;.; ;
o35 1:erty, tax 4s, amajor:factordnithe American fiscal. scene.Has;: i
rddlong, beenrheraldedi,)yetpt.contmues;to fihance more than;ones. ., s:
-+-uwfifth-of thelcivilian-genéral fexpenditures: of: Federal, State,:. .,
P renande:-Jocal: governments. ! The-United ;States: is- the; cltadel,lofw
) \ i pcapitalishyoyet ithis, tax, onrwealth is: ‘moreimportant in.the i,: ;
T 7 ﬁscalfsystem and relative! to. national; income. than. arecom; ...}
, : parable taxes in any other advancedycountrylamthe World: ;1
except Canada.** B

Pr eltv taxes, of course, “4fe the: ﬁhl{clpal local source of 1evenue
for all loc ooverr}r”qe.x‘)’t, not ]qs;t t)hem(; 00ls. Genera] ppakm"
la, (})“ n; 8 ?[rc;{,_” (,”V@I} e 801l utco, than 1s'ﬁsuall

yie ”” , l.)\l. guth 19 O’S'—,-h’h& ,ehrexy aviilable mdgca orSiige-
ests;that 1t van)l continiie to be'a fn. jor eyenué Jourdd for Sthte' and

ocils OYernme.,\#qna th"'f b h‘lé,ﬁﬁ't‘u;,: Dt déspite ‘ts tibiey
tHe L 1)1 | ” lj&? t/ ., % i ? 1) ?
Flrst unequal )géés’r}\ sht ¢ at "s'ec&ﬁd‘h e Il'z{séés%ﬁ il{f(l gy f_

e m y‘vc‘)‘ +thi rdsfz of th Stgte'su 'I'F%ulre a}ssessment g'tmful!’value
locnl real prope tY nifekiped:lesditiy 83 pE »é.’.i&u “faiw”
.f’ mdnm 9CL) 25910 W ngininmii Inolin'A ot n 01 10T gollnfle
i *Soﬂré@"Jchk Netzer;: - Hoonbiiics; of s tKE P opertyi Tasi The Brookifig§ Instes
e tution WeasHington,'\D.C; 1066,°p. QUHAHSEINTONN 3 Ay i) ald T i
S RSN B »*Dick Netfzei‘”Eoom)mws voflthenProperty \TasF The! EBx:ookings sTtigtitutiony
. SR Wnshlngton D.C, 1966, p. 1.
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value according to:the 1967.Census of Governments. Assessment vari-
ations both within and among assessment units are scandalous. While
progress has been made in narrowing such variations, nearly 40 per-
cent of large assessment districts had coefficients of dispersion—a meas-
ure of the departure of individual assessments from the typical level
of valuation within an assessment arca—that fell outside the minimum
level of acceptability, according to the ACIR. Applying a more rigor-
ous test of dispersion, only one-third of assessing areas can qualify as
following acceptable practices.* No State can besatisfied with its record
in property tax administration, and no other activity of government in
the United States is more in need of fundamental reform. LY
Another problem connected with the property tax is the tendency
of many assessors to allow the ratio of assessed values to' full market
values to decline, thus reducing the capacity of the school district to
tap local funds. For example, according to one estimate the assess-
ment ratio in' the city of: Detroit declined from 90 percent in 1930 to
about 50 percent in 1960. The estimates show a.decline in assessment
ratio- in Baltimore from 90 percent in 1930 to 64, percent in 1960;
from 80 percent'to 45 percent in Cleveland; fiom 50 percent to 23 per-
cent in Los Angeles; and, from’ 65 peicent to 30 percent in St. Louis."*
These reductions are particularly restrictive in many States ‘which
define local school taxing authority in terms of tax rates and even more
restrictive on the many?ar'ge‘cities for which taxing authority is lim-
isted even more stringently than for other school districts-in:the same
tate, e e it N T R EE S AT LS R
If equitable and reliable assessmeits are to be achieved, one of two
courses -of’ action is indicated. The first, statewide administration—
while: vulnerable to many -of the same-problems as local. administra-
tion—reprasents a long. range hope if not'an immediate ‘possibility.
In the meantime, an- auﬁiting function’is needed. Perhaps: S{ate
agencies-can perform such a function adequately, but'it is possible that
the same vested 'interests and political influences that shape local assess-
ments “mayrénsna‘re'S.tate'ag'encies as-well. Use of private, State certi-
fied appraisers to-“audit™ local assessments may be needed, similar to
the way *private'C.P.'A'.f'auditorsr:regularlyzl'eview revenues and ex-
penditures of publicagencies. = "= & i A8 T R
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_ States, then, hyg delegated funé;iluai ‘griifits of power to support edu:
cation through the creation of local school districts. with the authority
to tax real property. State, aid systems,, \yhile,'nommall‘ desighed to

offset, the.resulting disparities in Tevenue raising ability, have failed to
achieye_ offective equalization, What impact has Federal aid had mn
affecting the pattern of allocabion, of resources for educationt -, " . ;.

T i B et e B T T e e

. *Advisory, Commission .on Intergovernmental Relations, State and_Local Fi-

nanoes: Significant Featurés, 1966-69, pp.83-4. " '~ A
*sRatios for 1930 from National Municipal Review (December 1931), pp. 707~

709 ; 1960 ratios provided' by Jocal “officials ;; 1962 sales-based sample data.. U.8,

Bureau of the Census, Oensus of Governments 1962,:Vol. II, Taaable Property

Values: (Washington, D.C.: U.8.Government Printing. Office,:1068) ..~ .=+ - .
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- Liargely becpuse of the impact of Title:T of ESEA, which provides
close to ‘40 percént of ‘Federal funds for’ elementary"and' secondary
education, aggregate Federal aid has a decided equalizing effect. Flow-
ing in greater proportions to districts that are-blacker, poorer,-and
more urbanized, Federal aid has provided a: small .but.strategically
welcome aid to many-fiseally threatened school: districts. (See Tables
IX, X, XIL) ' o T R T
", The quantity of Federal aid is, however, relatively meager. Tts over-
all 7 percent of total public school revenuecs often gets lost in compari-
son with the State and local revenues with which it interacts. Thus in
a five-State study of Federal aid distribution, while Federal aid went
in larger proportions to central city than to suburban-—outside centra
city——areas ir four of the five States under study -suburbs still aver-
aged, more than.$100 higher in total revenues, or ‘education: '(See
Tﬂ,bleMXII.) [ BN - ._-'v-—( ':1-_::..“ _;‘[ .‘:-,,.é_',,; "‘:.,-

. The.dozens of separate categorical programs with théir. differing
&ducational objectives lack focus and coordination, Financially, many
of: them serve to reinforce the disparities betweer: “have’? and “have
not?” districts, offsetting to some extent the impact of Title T..Tmpacted
areas aid, of course, is o notorious. villain. Vocational aid;¢ontinues to
be the captive of the small towns ‘and rural arens; despite the amend-
ments of 1968. And Federal administrators, rather. than, posing ‘a
threat of Federal control of American education, suffer from debilitat-
ing’ inferiority complexes when' dealing’ with their ‘State, and. local
counterparts. e N ok
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TasLe IX.—Comparison of Federal aid proémm{f‘g .a,nd,’..;,S_‘.t_&“tg.;ézd for
" gehool districts in metropolitan areas (fiscal-yéar 1967)-,
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TABLE Xi—~Comparison . of Federal aid. programs .and,State -aid ifor
- 8chool - districts- in:. 6 - largest metropolitan , areas - ranked by .median

f‘"mly 'mcome (1967) EEACHTLI TN R PR :::,;'\ .‘:\",a_x: PN

School dlstncts mSSMSA’ i.' A et Z-H; B! .Sta\tey K :~.<’u?;1 e

(subutbs ranked by inéome,. et dlscretlonary e i
categories) (number ‘of dlstncts Federal . --

and median famlly mcome ¢ ... ESEAI . funds? .'° State md

level)’ S ; ST Per pupil) (per pupxl) ARt (per bupll)
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'.".j.;' ($7,4oo,_to,$6,400)_:_- , 272 63
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$6,100).... . ' "‘1272 T 38070
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- Chapter V.. L
' THE ROLE OF THE COURTS

In the last few months, a powerful but uncertain force has begun
to upset the equilibrium of patterns of educational finance. Armed
with the equal protection clause of the United States Constitution,
judges in both the Supreme Court of California and a Unifed States
Jistrict Court in Minnesota have invalidated State systems for rais-

ing and supporting their public schools. Coming at a time of taxpag’er
revolts against increased spending for education and a growing dis-
content on the part of civil rights and community groups over the
inequities in existing allocation patterns, these decisions have been
widely and often wifdly welcomed. Yet we fear that much of the en-
thusiasm for these decisions arises from wishful thinking about what
the courts have done—and it will probably not bé long ‘before the
awakening comes. In short, wé would suggest that what the courts
have done is to provide an opportunity, not an answer; a starting point
for reform, not a solution to the unfiirnes’s and iirationality of edu-
cational funding in America. Justice Sullivan’s opinion for the 6-1
majority in the prestigious California Supreme Court says only that
school g;'mnce systems [should not] “invi(ﬁously discriininate against
the poor [by making] the quality of a child’s education a function of
the wealth of his parents and neighbors.” How educational resources
should be o;llocateg, however, is a matter for legislatures to determine,
and the range of perimissible alternatives would seem to be wide and of
mixed value. Let us examine the court decisions and possible remedies
in somewhat greater detail. ’ . :
. In Van Dusarts versus Hatfield, decided October 12, a Federal Dis-
trict Court applied the reasoning of Serano to Minnesota. First,
Judge Lord found that education is a fundamental right, subject to
special judicial solicitude: - ’

If the State’s objective is a “general and uniform system”
of education, as Article VIII, §ections 1 and 2 of the Min-
nesota Constitution declare, it might be wondered whether the
means chosen are rationally adapted to that goal.
However, this issue is not reached because, in the present
case, the stricter test of equal protection is clearly more appro-
priate. This approach requiring close scrutiny of the &at'e
law by the Court is triggered whenever either a “fundamental
interest” is at stake or the State has employed a “suspect

@1
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classiﬁgntion.” Here both such factors are involved and mutu-
ally reinforce the pupil plaintiffs’ attack upon the system.*

Then, the court held that the disparities in funding based upon
local property base variations and a nonequalizing State aid system
are constitutionally invalid :

In o number of decisions over the last 15 years the
United States Supreme Court has made it plain that classifi-
cations based upon wealth are suspect, These decisions, con-
vincingly analyzed in Serrano, are well known and need no
comment here. What is important to note is that the objec-
tion to classification by wealth are State created. This is not
the simple instance in which a poor man is injured by his lack

 of-funds. Here the poverty is that of a governmental unit that -
. the State itself has defined and commissioned.. The heaviest .
. burdens of this system surely fall de facto upon those poor
.. families residing in: poor districts who cannot escape to pri-
* vate schools, but this effect_only magnifies the odiousness of
the explicit discrimination by the lnw.itself againsv all chil-
.. dren hiying in relatively poor districts. = . :
. 'This does not suggest that by.itself discrimination by
- ‘wealth is necessarily decisive. No court has so held. However,
when the wealth classification affects the distribution of pub-
lic education, the constitutional significance is cumulative.

Tt cannot be argued [denied] that a quality education en-
dows its recipient with a distinet economic advantage over
his less educated brethren. By these standards the inexorable
effect of educational financing systems as here maintained
puts the State in the. position of making the rich richer and
thie poor poorer, If added to this problem is the problem that
the parents of children who live in poor districts have also
lower income than the parents in wealthier districts, then the

,dispm-i&y may be even more severe than that- alleged by
plamtifis.**

Finally, touching upon the implications of the new ruling the court
made clear that it was not imposing a rigid formula but a rule of
“fiscal nentrality”: S o

In fact, it is the singular viitue of the Serrano principle
that the State remains free to pursue all imaginable interests
except that of distributing e(Huc‘ation according to wealth.
‘The State makes the argument that what plaintiffs seek here
is uniformity of expenditure for each pupil in Minnesota.
Neither this case nor Serrano requires absolute uniformity of
school expenditures. On the contrary, the fiscal neutrality
principle not only removes discrimination by wealth but also
allows free play to local effort and choice and openly permits
the State to adopt one of many optional scﬁeool Klending
systems which do not violate the equil protection clause.**

*Vvan Dusartz v. Hatfleld, U.S. District Court, Distdict of Minnesota, Third
Division No. 8-71 Clv. 248, Pg. 6 (October 12,1971).

**Jbid, PR 9.
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In summary, Judge Lord yuled as follows: : -

The issue posed by the children, here as in Serrano, is
‘whether pupils in publicly financed elementary and secondary
schools enjoy a right under the equal protection guarantee -
of the 14th Amendment to have the(ievel of spending for their: .
education unaffected by variations in the taxable wealth of
their school district or their parents. This Court concludes
, ~ that such a right indeed exists and that the principle an-

% nounced in Serrano v. Priest is correct. Plainly put, the rule.

is that the level of spending for a child’s education may not
be a function of wealth other than the wealth of the State
as a whole.*

Were these decisions in California and Minnesota to become the
law of the land, what alternatives would be open to State legislatures
in the types of systems they could constitutionally adogt? As yet we
can only speculate, but the following approaches would seem to be
permissible.

1. Iull State assumption of the costs of education. N

2. Power equalizing State aid, i.e. State aid designed to com-
pensate for disparities in local tax bases so that at any level of

| effort every community would raise the same amount of mone,
' per pupil through the combination of locally raised revenues an
compensating State aid.

3. Redistricting school districts in such a way that all had equal
property valuation. ,

4. Aid distribution systenis that, regardless of the revenue rais-
ing system, insured that educational expenditures were either
equalized in absolute terms or were distributed in proportion to
a criteria such as educational need.

The impact of these alternatives is quite different indeed. For ex-
ample, the first, State assumption of the costs of education will entail
the raising of additional State revenues, If the increased source of
iunds is a State income tax that is progressive in its rate structure, the
result inay be very much in keeping with the approach to equity in rais-
ing funds for education preferred by the authors of this re*)ort. If, on
the other hand, a statewide property tax is employed, and the rates are
higher than the characteristically lower education tax rates of the cen-
tral cities—total tax rates are higher in cities than in other regions of
States because of the demand for general governmental services—the
results of Serrano-type litigation would be lhigher taxation of urban
areas for education than is currently the case. If the alternative se-
lected for the distribution of educational services is the equal expendi-
tures approach rather than some measure of educational need, since
large city educational expenditure levels tend to be higher than the
average for the entire State—although they are generally lower than
most of their suburbs—the results of a school finance case conld result
in no additional urban expenditures and perhaps even a lowering of
them to a rigidly enforced State norm, In short, the result of one pos-
sible constitutional altermative—statewide assumption of educational
costs through a State property tax and a distribution of educational

*Ibld. P'g. 2
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services through an equal expenditures per child formula—could re-
sult in higher taxation of city residents for the benefit of education in
suburban or rural areas.

Other alternatives would, of course, be more equitable in their effects.
Raising revenues through the income tax, plus a heavy component of
educational need in the distribution mechanism, would be in keeping
with our conception of equal educational opportunity, The point, how-
ever, is that the impact of Serrano and Van Dusariz is highly uncer-
tain at this time, and courts and legislatures will need all the wisdom
they can exercise in working their way through this thorny fiscal and
educational thicket.

=+ 39
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Chapter VI
RECOMMENDATIONS

We have attempted in this testimony to summarize how public
schools are financed, but we also have identified the major criteria
we believe to be most appropriate for judging how equitably the
present finance scheme is serving the public interest. YWe have based
these criteria on a definition of equal educational opportunity and used
that definition as n yardstick against which present local, State, and
Federal financing arrangements can be measured.

As the testimony reveals, we find present school finance plans sadly
dysfunctional in ferms of our defimition of equal educational oppor-
tunity. Our analysis of the ills of the present system has also sug-
gested a number of genernl policy recommendations that, if imple-
mented, would dramatically reduce the gap between the promise-
equality and the reality-inequality in America’s public schools. While
we do not argue at length for the recommendations in this testimony,
the rationales for the reccommendations are substantially reflected 1n
our earlier review of how the present system works.

Major fiscal reform in public educntion must begin at the State
level. We believe strongly tfl)ﬂt the fiscal inequities which plague public
education will never be removed unless States assune complete finan-
cial responsibility for this vital State responsibility. Specifically, we
favor State action first of all to remove the power local school dis-
tricts now lLave to tax property and adoption, ideally, of a graduated
State income tax sufficient to Frovide school revenues. Reality sug-

, however, that a source of government revenue as productive in
its yield ag the property tax will not disappear, and if this is the case
we favor State assumption of the property tax, including its adminis-
tration, at a modest but uniform statewide property tax rate.

The State would then have to devise criterin with which to distri-
bute sclhiool funds. Wo favor a basic per pupil distribution with ad-
ditional amounts for disadvantaged pupils as measured by low apti-
tude or attainment scores and low socioeconomic status. While other
distribution plans could be fashioned and other revenue packages
could be defended, we have suggested general approaches we feel to
be worthy of serious public consideration.

Wao stress State action because State-lccal taxes raise $.93 of every
school dollar and because education is primarily a State, not local
or Federal, responsibility. However, we would not deny for a moment
that there is an important role for the Federal Government to per-
form in redressing the fiscal inequities in education. We summarize
below our key recommendations, recognizing full well the complexi-

! (35)
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ties of the issues involved, and again basing the summary recommen-
dations primarily on the analyses we previously presented of the Fed-
eral role as it currently operates.

First, it is clear that the only Federal program now providing sub-

stantial dollars for the public schooling of poor children in ESEA
Title I. As presently funded, Title I provides abouts $1 per partici-
pating child per school day—hardly a sum to engender confidence in
the program’s prospects for success. We favor substantially larger
funding for Title I because it targets Federal dollars on children
shortchanged by local and State funding patterns while allowing
great State and local discretion in determining the nature of the edun-
cational program itself.
- Federal regulations now require “comparability” in State and local
funds a8 a prerequisite for a school district’s receiving Federal funds.
We urge rigorous enforcement of this desirable but sfippery target so
that Federal dollars—notably Title I—can provide the compensatory
services for which they were designed. instead of merely filling in the
holes left by discriminatory State and local funding plans.

New Federal education programs should feature fiscal arrangements
which require and/or stimulate State governments to roform their own
State school finance programs. Specifically, Federal aid shounld be
designed to encourage State govermnents to build State finance plans
which not only reduce expenditure disparities and move toward full
State funding, but also take into account the total fiscal effort of
localities, and pupil characteristics which correlate closely with low
achievement. Use of those two sets of factors.by States wonld almost
surely increase the State aid flowing to urban districts, and would
tend to decrease the possibility that States might balance any Federal
increase in urban aid by increases in State aid to suburbs.

A second part of tlus same problem is the difficulty of assuring that
increases in Federal aid are not completely absorbed through salary
increases for schiool personnel, or for tax relief. The former can be
partinlly handled by requiring some_sort. of proposal from the Jocal
distict which specifies the educational sevices to be provided with the
Federal money. The latter problem can partially be handled by con-
gressional provision that State and loceal appropriations shall not be
reduced. However. this does not provide protection against action by
local tax assessors. who, perceiving .ow resources available to the
schools, may lower assessments or fail to raise them in accordance
with growth of market values, thereby reducing the actual taxing
power of many urban and nomnban boards of education which oper
ate under fixed maximum rates.

Finally, we point to a critical inadequacy in the data available to
the Congress and the public regarding Federal aid to edueation. One
of the key fiscal statistics upon which Federal policy should be built
is the ageregate Federal aid to each Tocal edueational figency, includ-
ing all Federal programs aiding public schools. Such data would be
extremely unseful in identifying the extent to which particular na-
tional priority, say. urban education, is receiving support at the present
time. In other words. it would tell us what onr policy now is. Unfor-
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tfunately, these data are now available only in crude and incomplete
orm. ~
The availability of comprehensive data affects decisionmaking at tho
Federal level in three ways. First, it provides basic tools and essential
information by which the Executive Branch and the Congress can
view American education on a nationwide scale and set national pri-
orities for Iederal action. Second, availability of comprehensive data
permits the design of realistic programs of Federal expenditures to
achieve these goals. Finally, it provides a means by which the Federal
Government can evaluate the outcomes of program designs both in
terms of the distribution of Iederal funds and the resulting pro-
grammatic and aggregate impact of those funds prior to making new
olicy decisions. Until schoo{-by-school data are available on the de-
ivery of school services and the allocation of school resources, and
until such data are meaningfully linked to their effects on children in
specific classrooms, educational policymakers will operate through
hunch and guess rather than through a reasoned appraisal of pro%-
lems and possibilities of public policy.




Chapter VII
CONCLUSION

This report has described and analyzed the financial aspects of in-
equality of educational opportunity in the United States. It has em-
phasized the disparities among the level of expenditures in different
school districts, has shown that these variations are frequently inverse
to the educationa] need of different communities, and has traced the
inequities back to their cause in unequal property tax bases and inef-
foctive State aid equalization formulas. Recent court cases declaring
financial inequities unconstitutional were discussed, and their impact
was evaluated. Qur report closed with a series of recommendations
for State and Federal action intended to alleviate the problems we
described.

e have not, however, meant to suggest that finances alone control
the quality of education in America. We are fully aware of the prob-
lems in educational effectiveness that plague many of the schools of
the Nation and of the superior education that occurs in many under-
financed schools. Yet we are firmly convinced that while more money
alone will not solve the crisis in cducational %uality, lessening the
resources available to educators is even less effective in improving
education. In short, while more money by itself is not the sole answer
to improving the quality of education available to all Americans, it
scems to be far more effective than whatever factor may be considered
second best. For money buys smaller classes, improved teaching de-
vices, experimentation, new schools to achieve integration, counseling
services or near-clinical personnel usage, or whatever other techniques
research, development and practice find to be most promising.

But even aside from the question of educational effectiveness, we
have little patience with those who ask us to prove, as a condition
precedent to reform, that achieving greater equity in the raising and
the distribution of revenues will result in improved performance in
the schools. For the end result of throwing roadblocks in the way of
changoe is to support the maintenance of the system of educational
finance we have described in this report, a system which regularly
Eyowdeq the most lavish educational services to those who have the
highest incomes, live in the wealthiest communities, and are of ma-
jority cthnic status. In our eyes, this situation is the very definition
of inequality of educational opportunity. For a Nation which has
aspirations toward achieving an educated, humane, prosperous, and
democratic gocicty, reversing that inequitable pattern of educational
resource distribution must be at least as high an educational priority
;1: ;:he development of new and more effective ways to help all children

earn.
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Americah educationidl financd is eharactotized By inequities both in
the way it distributes educational services and in the way it allocates
the burdens of paying for these services. In particular, large central
cities are among the areas that are consistently denied educational re-
sources in proportion to their need despite higher overall tax effort than
in neighboring jurisdictions.., .. . "

Recent court cases which have invalidated systems of State finance
for Pub]ic education 'as'violations of the 14th’ Amendment are unlikely
to change such inequituble patterns of resource distribution. If States
assume the financing of the current'local share of educational revenues
through broadbased, proportional rather than progressive taxes, cities
will pay more for education than they do at present. If States distribute
those revenues back to localities in equal per-pupil amounts, cities will
frequently get less from the State redistribution than they currently
spend from local sources. It is entirely possible that revisions in State
finance that come in the wake of the new legal doctrines may result in
higher taxes and lower or-at bidst'no greater 'educational expenditures
for urban education. ' - L TS .

We belicve, therefore, that any program of Federal revenue sharing
that is designed to reach the most serious fiscal problems of American
public education must be focused on the special fiscal problems of edu-
cation in large cities and in other areas of relatively low fiscal capacity

for raising educational revenues and high incidence of need for costly
educational programs. R x : .

Such legislation might include a larger proportion of aid bemg
siphoned through the ’l.sitle I formula or ugh a formula that woul
permit States to utilize statewide attainment or aptitude test results
as a means of focusing resources wlicre the problems are the greatest.
Provisions requiring States to move toward the standard that higher
local wealth may not permit higher ‘educational expenditures would
also be appropriate to even out the disparities which characterize cur-
rent finance patterns. But any provision for educational revenue shar-
ing which would permit States to distribute Federal educational reve-
nues accord% to the historic patterns of State aid would be disastrous
in our eyes. The existence of the impetus toward change which Serrano,
Van Dusartz, and Rodriguez have given are no assurance—as our
analysis indicates—that new money will be distributed in order to
provide greater equality of educational opportunity or greater respon-
siveness to fiscal need.

(42)
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INTRODUCTION

This paper grows out of a serics of research efforts that the authors
have been engaged in over the past few years, both jointly, individu-
ally, and with other colleagues. Ingost directly, this paper is based upon
two current studies:

1. An examination of the legal and fiscal dimensions of inequal-
ities of educational opportunity*; and

9. An analysis of the 1970 Census data on financial and demo-
graphic trends in the largest metropolitan areas of the Nation.**

While the sources of our findings are therefore varied and involve a
variety of methodological techniques, the policy implications seem to
us to be eminently clear, and may be stated rather sixél(i)lﬁl ag follows.
First, American educational finance is characterized by inequities
both in the way it distributes educational services and in the way it
allocates the burdens of paying for these services. In particular, large
central cities are among the areas that are consistently denied educa-
tional resources in proportion to their nced despite higher overall tax
effort than in neighboring jurisdictions. Second, recent court cases
which have invalidated systems of State finance for public education
as violations of the 14th Amendment are unlikely to change such in-
e(‘;litab]e patterns of resource distribution. Indeed, it is entirely pos-
gible that revisions in State finance that come in the wake of the new
legal doctrines may result in higher taxes and lower or at best no
reater educational expenditures for urban education. Third, we be-
ieve, therefore, that any program of Federal revenue sharing that is
desiemed to reach the most serious fiscal problems of American pub-
lic education must be focused on the special fiscal problems of education
in large cities and in other areas which exhibit relatively low fiscal
capacity for raising educational revenues and which have high inci-
dence of need for costly educational programs.

*Joel 8. Berke, “The Political Economy of Equal Educational Opportunity,”
conducted under a Ford Foundation Travel and Study grant at the Brookings
Institution, Washington, D.C,, 1071-72,

esJohn J. Caliahan and Seymour Sacks, “Fiscal Disparities and Urban
' Growth,” a project conducted for the Advisory Commission on Intergovern:
; mental Relations, 1971-72. .
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Chapter I

INEQUITIES IN FINANCING THE PUBLIC
SCHOOLS

The current approach to financing America’s public schools is char-
acterized by inequality of educational opportunity and inequity in the
: distribution of the burden of supporting educational services. This in-
! equality and inequity stems not simply from the fact that there are
: marked differences 1n the quality of edueation among the schools,
! school districts, States and regions of the Nation. Rather, what makes
| those disparities inequitable is that the students who receive the high-

est quality education are frequently those from the most ndv.'mr::ged
backgrounds, while those who come from the most impoverished
communities and most disadvantaged social backgrounds often re- |
ceive no more and frequently far lessin the quality of educational serv-
ices as measured by per-pupil expenditures, Further, under our archaic
system of distributing the costs of education, we find that communities
i which are the most hardpressed to raise revenues for publie services
¢ in general or for education in particular are the same communities
which have the highest educational burdens to support; while those
communities whose needs for the total package of public services are
less, or where property tax bases arc higher than their neighbors’, fre-
i quently tax themselves far less yet provide superior educational
services.

INTERSTATE AND INTRASTATE Disparrrties 1x EptcaTiovat,
ExPENDITURES

Let us disentangle the various elements of our argument and docu-
ment each count of the indictment we have just made. First, the dis-
parities in educational quality as measuied by the level of exoendi-
tures on edueation.

- "Among the States, average expenditnres currently range from a
high of approximately $1,400 to a low of less than $500. (See Table 1.)
While such statisti~s appear to be of major current interest, they are
really exceedingly difficult to interpret because of the immense variety
in the educational finance systems of the 50 States and because State
averages, by definition, mask the range of disparities by averaging out
high and low districts. In some States, substantial costs for fringe
benefits or for school health services may be borne by some jurisdiction
other than the school systein and so may not appear in average school
expenditure statistics. In some States, all school districts may be
spending in a very narrow range of variation while in other States
there may be vast disparities among the quality of education within
the State; vet, the two States may appear quite similar when the aver- J

[y '

age State expenditure is compiited.
(45)
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TasLe 1.—Current ezxpenditure per pupil in ADA, public elementary
and secondary schools, by State

Expenditure Percent  Percent change,
Ber pupil in of U.S. 1900-61 to
State ADA,190-71 average 1970-71
(tY) . @ . [¢) BN @
Alnska oo e icciciacaas €1, 429 170. 3 156. 1
New York.o o oo eeeee 1, 370 163. 3 134. 2
New Jersey o o ccoe e eceaeeea L 1, 088 129.7 112 5
Vermont - o oo come oo iaeaes 1, 088 129. 7 210. 9
HAWAI . o oo oo e m el 1, 050 125. 1 214. 4
Jowa e e e e 1, 004 119.7 160. 1
Connecticut oo oo cacae 0997 118.8 117. 7
Wisconsin. . o ccceccao- 988 117.8 131. 4
Maryland. .. ... 974 116. 1 131. 9
Delaware. .. o ccuoeo—_ 954 113.7 1035. 2
Rhode Island 951 1133 125. 9
Pennsylvania 948 113.0 124.
Nnois . - oo e 937 111. 7 92. 0
OrCRON - —wom e e 935 111. 4 104. 6
WSOMING -~ - - - o cmmoee e eemee 927 110.5 80. 2
Washington. e e _a... PO —a- 873 104. 1 103 0
Minnesota . -~ - m e c e eaaea s 864 103. 0 99. 1
Michigan. . o ... mmma——am 858 102. 3 101. 4
Montana . .o e s 8/858 102 3 90. 1
AREONA . . oo e m e ceaececcamaa 825 98.3 101. 7
Tlouvisiana.. .o oo v i aaas 808 96. 3 107. 7
Nevada . o ccc oo 804 95.8 85. 7
Viegina . oo oo m e leeaa. 800 95. 4 190. 9
California._ - - oo ccc o ceccecmcaieaas 799 95. 2 74. 8
Colorado. oo v ccceee e tecmemacaaa—— 780 93.0 92. 6
0] 111 TP 778 927 85. 7
KansAs o oo meaeeeeaes 71 9L 9 97.7
Flotida__ . o oo e e eeeeeae 765 91.2 138. 3
Maine. i 763 90. 9 150. 2
Missouri . oo o oo ceceeas 761 2.7 116. 2
Indiana. oo oecce e el 741 88. 3 98. 1
Massachusetts._ . . oo ... 735 87.6 69. 0
New Hampshire________________._____ 729 86.9 98. 1
New Mexico. o oo oo iaaaas 713 85.0 95. 9
North Dakota__.____.__ ftmccmcdm———— 689 82. 1 83. 7
South Dakota .. _ . . __ 688 82.0 85. 9
West Virginia _ - oo ool 684 81.5 151. 5
Nebraska__ .- .. 683 81.4 96. 3
South Carolina__ _ . __________.____ 656 78.2 185. 2
Texas. oo e hmmemma———— 77.0 95, 2
Utaha e e 643 76.6 102 2
North Carolina. .. _____....._... 642 76.5 166. 4
Georgia . oo oo 634 75.6 148. 6
Kentucky - o o v e ot 621 74.0 150. 4
605 72.1 89. 1
595 70.9 08. 3
590 70.3 152. 1
578 68. 9 141.3
521 821 142 3
........................... 489 58.3 88 8
United States. ... ________. 839 100. 0 113.5

1 Include, expenditures for ares vocstional schools and funior cofleges.

Source: Natiomal Eduncation Researeh Division, Kstimeates of School Statistics. 1661-62. Re-
search 1961- Rzz.W-sh!ngtan D.C.: theAssoclstlon,lsel p- 29,81,

National Kducation Association, hm Edhuda of School Statisfies, 1970-71. Resesrch
Report 1970-R15. Washington, D.C.: Amocm.lon, 19"0
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A second and somewhat more meaningful look at the disparities in
educaticnal offerings in the Nation, however, isto examine the range of
spending among school districts of each State. Table IX shows the '
high and low expenditure districts in the 49 States with local school
districts. Here we begin to reach a somewhat more meaningful unit
of analysis, since there is far greater uniformity of the elements being
compared within a given State than between States. Also, there is in
actuality far more com})etition among pupils in a given State than
there is between pupils from, say, New York and Wyoming. Within a
State. the student getting a better education may well be competing
in a job market against the student whose school system has iven him
less effective training, and the inequalities in educational olﬂring be-
come more than an abstract unfairness.

TapLe XL.—Interstate disparities in per pupil expenditures 1969-70

Bigh Low  Highflow index
Alabama . e cmmamemeaae 8581 $344 1.7
ALBSKA _ - m o ooomemee e mmmmmam 1,810 480 3.8
AriZona._ _ o eceeemccmemmamamaee , 223 436 5.1
Arkansas. _ - cacccccccccccmcmcmeaaa 664 343 2.0
Californif _ _ meecoeccceececmceemacao o 2,414 569 4.2
ColoradO - o ceceemccccmmmeee e ———- 2, 801 444 6.3
Connecticut .o e cceeeeeeee e 1,311 499 2.6
Delaware. - - ccccccecicccencmmanao—= 1, 081 633 1.7
T { District of Columbia. .o -oooooooaeen- N B 153NS
r P T I U 7
gmrm_ . ' 736 365 2.0
AWl - e ecceececcccmiccmmccccccmaacassessemmacSSssceoecooSSessssnes
| T . 1,763 474 37
: IHNOIS o mm oo 2, 295 391 5.9
Indiang . o o e e emme e aem 965 447 2.2
JOWB - e ccemmmmccecmmmmmm————a= 1, 167 592 2.0
. Kansas__ - ccoccccccccacmcmmaaamee 1, 831 454 4.0
B e — -
WiSIANA. —ceaceccccccacccmacecmaacan .
: Maine. - - ceeccececmmmammm——mee 1, 555 229 8.8
' Maryland._ . occoocoemaee e 1,037 - 635 1.6 ~
! Massachuseuts. . -oocoooeoooccemmnna- 1,281 315 2.5
i Michigan_ ..o oooceeeeicecooanaoae 1,364 491 2.8
Minnesota. o oooocieeeciooanene- 903 370 2.4
e N B
3 R ) SRR pHPRPIP NP NP AP PR .
| Montana avetage of groupsS- - - - -——---- 1,716 539 3.2
! llgebr%sks average of groups...—------ : }, ézg 23 i g
; (217 Y+ {; VR A ke [] [)
% New Hampshire. .. oo-oaoomecoommme o 1,191 311 3.8
' gew {?'sq.v. 1968-69_ .- oo eeeaa-- }. ?g 4493 g 'g
ewW MEeXICO.ccccccncaceccccraancna== [] .
New YOrK. oo oemmeemem 1,889 669 28
; North Carolina._... emmcemm e —————— 733 467 1.4
I ggin_h Dakota county averages.c..---- }, 2822 2?2 % 8
; O e e mmemmmmmmcmcemanmm—————
‘ OMahoma. T b s0s 305 52
i on‘--..'---LL-----‘--L--‘L---I&--- - : o
Pennsylvania. .. ..--o-m-ooamucommnm 1,401 484 29 ;
Rhode Island. o cccccmmimmeecceeee e 1, 206 531 23 ;
South Carolinfececeocceccccccacnan- 610 397 1.5 i
1
1
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Tante VI.—Per capita total expenditures, 1957-70—Continued
1969-70—Continued

High Low  Highflow index

SouthDakota__ . __. .. .. _....._....._ 1, 741 350 5.0
Tennessee. o oo 700 315 2 4
Texas. o e e 5, 334 264 20. 2
Utah 1, 515 533 2.3
' 1, 517 357 ‘4,2

1, 126 441 26

3, 400 431 7.8

722 502 1.4

1, 432 344 42

14, 554 618 23. 6

NOTES

Fc New Jervey data are for fiscal year 1969 since fiscal year 1070 dats were not yet avallable.

For Alaska data represent revenue per papil.

Fot Montana and Nebraska dats are high and low of a. for districts grouped by sive.

For Notth Dakota data are sverages of expenditures of all districts within a county.

Dsta are not fnlly comparable between States dnce they are based catirely on what data the indlvidual
State included in tzelr expenditure per pupll analysis.

Squrce: State reports and verbal contacts with State officials. U.S. Senats Select Committee on Equsal
Edocational Opportunity.

While as was the case with the interstate comparisons there are
numerous methodological difficulties, the main thrist of Table II is
clear: School expenditures vary markedly within individual States,
and indeed vary far more within States than they do among State
averages. While the extreme instances of the highest r-pupil ex-
genditnre district spending 20 times the lowest per-pupil expenditure

istrict (as in Texas) are exceedingly anomalous situations usually re-
flecting the existence of very rich and very small school districts, dis-
parities of two to one are characteristic in most States, and variations
of three, four and five to one are not at all unusual. What these figures
indicate is that States spend far more on the education of some of their
students than they do on others. Are those differences contrasts in the
quality of education or just in its cost ¢

ExPENDITURES AND THE QuALITY oF EpvcaTiox

Cost differentials account for some of the difference in expenditure;
different salary levels for teachers of equal uality may explain away
another portion of the disparity. Yet after all the discounts are made,
one is left with the belief that disparities of these magnitudes must
imply substantial differences in the quality of education received by
students within each State. Two tables of statistics may shed some
slight light on this question. Table III shows disparities between se-
lected central cities and their “best” surrounding suburban systems in
terms not only of dollars but of pupil-teacher ratios. While it may be
difficult to prove statistically that marginally smaller classes improve
education, try asking any student whether he learns more in smaller
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or larger classes. In any event, the differences in this table are not
marginal—they average about one-third, and demonstrate, we submit,
a linkage between expenditures and quality.

TasrLe III.—Comparison of pupil/teacher ratio in selected central cities
and suburbs, 1967 !

Pupilteacher
City and suburb ratio exple,l'n!‘:l’t,::r';e{sl
Los Angeles. . ..o eiaamaaiaaaa 27 $601
Beverly Hills. ..o iaaae 17 1,192
San Francisco. . . ccamv oo ceaeaaeeeall 26 693
Palo ARO. .o e eiaeaeeeaal 21 984
ChiCAg0 . - ecoeeccceec e ascceccamaaacans 28 571
Evanston ... eeeacecmmcacccicccanaaes 18 77
Detroit. . oo eeacaaaaa 31 530
Grosse Pointe. - oocc oo e L 22 713
St. LoWis . - ceeeccmccccccmcericccccce—acna- 30 525
University City.. oo oo ceceiiiaeeaane 22 747
New York City ool 20 854
Great NecK. oo anoon oo 16 1,391
Cleveland. o o ceeooee oo eceeeeas 28 559
Cileveland Heights. - . ool 22 703
Philadelphia._ - oo el 27 617
Lower Meron. . oc e cceneacene 20 733

1 Taken from: “The Urban Edocation Task Force "’ (Wilson C. chalrman), N
N.Y.: Praeger Publishers, Ine., 1970, Report” (W Riles, ), New Yotk,

Source: Gerald Kahn and Warren A. Ho Statistics of Local Public School Systems, vational
Center for Educationsl Statistics, U.S. Office of Education, 1967, N

Table I Vumakes the same point another way. Drawn from an eviden-
tiary affidavit in the most recently successful school finance case, it
shows the variation in indicators of school quality among the range of

of school districts in the San Antonio area of Texas. What is
clear is that the district spending $595 per pupil, compared with the
districts spending $394 and $356 per pupil, pays higher salaries, has
more teachers with advanced training, has less uncertified teaci\ers,
has more counselors proportional to its number of students, and has
more professional personnel of all kinds relative to the number of
students. While it may be argu..d that any one of these factors in itself
does nct mean higher quality education, it seems to us that a reasonable
inference from the consistency in these five quality variables is that
tl:le higher‘expenditure school districts are also offering higher quality
education.

* This paper will not address to any substantial extent the disparities in ex-
penditares among schools within a given school district. Data in that area is
rare and untrustworthy, However, one intensive study conducted of three large
school districts in New York State and several studies in other areas suggest
that while disparities do exist, they are relatively mild in terms of expenditure,
seldom reaching more than one-third greater expenditures in the highest spending
achools viz a viz the lowest expenditure schools, although there are significant
differences in the training and seniority of staff in different schools.
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TasLe IV.—The relationship between district wealth and educational
quality, Tezas school districts categorized by equalized property valua-
tion and selected indicators of educational quality

Proles- Percent, of m Proles-

Total sional  teschers with sional

Selected districts from high to revenues salaries with emer- Counselor  Ppersonnel
low by market value pet per et masters gency student per 100
pupilt papil ¢ pupil? degrees!  permits? ratios ¢ pupils
Alamo Heights.__......_ $£595 $372 40 11 645 4.80
North East_ .. _.___._ ... 468 288 24 7 1,516 4. 50
San Antonio_ ____.._.._. 422 251 29 17 2, 320 4.00
North Side. ... __...__._ 443 258 20 17 1,493 4. 30
Harlandale_ - o _...._._. 394 243 21 22 1,800 4.00
Edgewood. .. oo 356 209 16 47 3, 098 4. 06

: mky yastitute, Syracuse University Research Corp., Syracuse, N.Y.

2 U 8. District Conrt, Western District of Texas, San Antonio Division, Anewers to Interrogatories, civil
sction No. 68-17%-SA.

NOTR.—Talle from evidentiary affidavit of Joel S. Berke in Rodriguez v. San Antonio School Districts
DisrarrTies AND NEED

While disparities may in themselves raise questions about the equity
of school finance, we believe they are relatively unimportant in and
of themselves. Disparities become inequities in our eyes only when
they are related to concepts of educational and fiscal need. To the
authors of this paper, an equitable sgztem wonld be one in which
greater educational resources would be allocated to those students
who come to school with the greatust learning problems and the
greatest socinl disadvan Equal educational opportunity, in other
words, means to us an allocation of educational services that is in-
tended to make it possible, at least insofar as schools are capable of so
doing, for pupils from low socioeconomic bnckgrounds to comnete
equally for higher educational and job opportunities with those who
come from more advantaged walks of life. Onr reading of the cur-
rent allocation of educational services suggests that this is not the

prevailingepattem, and that indeed the prevailing pattern is one which

may best be described as one in which “them as has, gits.”*

Tne Seecian Fiscar, Prosress oF Luree CENTRAL CrrTes

The mismatch between educational resources and educational and
fiscal need for those resources may be seen most clearly in the large

* Furthermore, not only do we maintain that the distribution of educational
services denies equal educational opprortunity; we maintain that the costs of those
services take a greatér toll from those less able to pay than it does from those
who are better off. For putposes of this paper we will confine our analysis to the
comparative fiscal capacity among jurisdictions tather than among individuals,
but we believe analysis wounld show that the same pattern holds for individuails
as well as for jurisdictions.
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central cities of the Nation, particularly those in the Northeast and
Midwest. This is not to say that other areas, some suburban and some
rural, do not exhibit some of the same prob‘ems facing central cities.
What does scem clear, however, is that the problems are sharpest and
most easily seen in the older metropolises o¥ the Nation.

_ There i3 a rather substantial literature that documents the reln-
tionship between low income and ethnic minority status on the one
hand and educational disadvantage on the other. In terms both of
nonwhite population and proportion of low-income families, large
central cities lead their surrounding areas by substantial proportions,
In the 37 lnrgest mettopolitan areas, central cities average better than
20-percent black population, while the outlying areas have approxi-
mately 5 percent. The percentage of nonwhite students in the sciiools
is considerably higher than that in the general population in the cities
duc to the high proportion of white students in nonpublic schools and
because of larger proportions of nonwhite families with children in
core cities. The results may be seen in Table V. While Chicago, for
examEle, had a %—Hercent nonwhite population, it had a 52-percent
nonwhite public school population; Washington, with a 66-percent

neral ponulation proportion nonwhite had an 88-percent nonwhite
school enrol!ment.

TasLe V.—Nonwhite population contrasted 1with nonwhite school
enrollment for 15 largest cities: 1960-66

(In percent)

Percent nonwhite of total  Percent nonwhite of school
population population

City 1960 1965 1 1960 1963
New York oo 15 18 22 28
Chicag0. oo 24 28 40 52
Los Angeles oo cacamaecocaoC 17 21 21 21
Philadelphia . ... _.___..___. 7 31 47 55
Detroit . o oo eeeeeciceeeeae 29 34 43 56
Baltimore.. - _ o cooeme o 35 38 50 61
Houston. oo oo e 23 23 30 34
Cleveland . _ . o oo 29 34 46 49
Washington. ... _______.__ 55 66 7 88
St. LowiSe o oo 29 36 49 60
Milwankee _ _ e eimeeeem e 9 11 16 21
San Franeise0. oo oo oo 18 20 31 43
Boston _wce e 10 13 16 26
Dallas_ . eeeceeeeeeeceemm 19 21 26 27
New Orleans. o e ccocceeeeeeao 37 41 55 63

t Nonwhite figures based on 1900 ratio of Negzroes to total niawhite pypulation applied to 1968 Negro
population.

Source: U.8. Department of Health, Edacation, and Wellare, Office of Education, National Center for
Educational Statistics, Division of Statistical Analysis, Reference, Estimates and Profections Branch; and
Seymour Sacks, Educational rinance in Large Cities, fortheomlm;( Edacation in Large Citles Setles), 85ra-
cuse Universit lérelségwo. U.S. Rureaus of the Census: Stafistical Abstract of the United Stafes, 1968, 89th ed,

achington

. Csmgbell and_Donna E. Shalala, The States and the Urban Crises, Englewm.Cl‘m;

rotn: Alan
Prentice Hall, 1970 p. 1

62
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Concentrations of low-income families whose children tend to have
lower scliool achievement levels also constitute a higher proportion of
central city populations than suburban populations. While the variety
ameng suburhs is marked. the general tendencies come through lond
and cﬁ!nr. Particnlarly in the largest metropolitan areas of the North-
cast and Midwest, considerably higher proportions of families earn
under $£3.000 in central cities than in the rest of the metropolitan aren.
In short, students whoare apt to present special learning problems and
whose education presumably requires higher resource inputs in terms
of teaching and counseling time and special programs to compensate
for environmental disabilities are present disproportionately in city
populations.

Cities also must pay higher prices for educational goods and serv-
ices. Land acquisition costs, insurance rates, vandalism expenses, and
nonprofessional personnel costs all reflect higher costs of living in cen-
tral cities. But bulking largest in school budgets are costs for instruc-
tional personnel. and here a combination of factors has puslied central
city costs wel! above those in suburbs. Several studies are currently in
progress which will document this phenomenon. but its elements may
be stated although the tables are not yet available for release. Teacher
unions have increased urban salaries at a faster rate than salaries in
outlying regions, particularly by shortening the time required to reach
maximum pay rates. Thus, although starting salaries may be com-
parable. cities have higher average teacher costs because there are
fewer steps in the upward scale. A second phenomenon. that of the
upward pressure exhibited because of greater public employee union-
ism in noneducational services. also has its impact. S_nitationmen.
firemen, police. civil service emplovees all bid up public pay scales in
cities in a familiar round of “look how much the are getting.”
In suburban areas, this militant competition is far less prevalent be-
cause of lower service levels and less union organization.

TABLE VI.—Per capita total expenditures, 1957-70

1057 1970

Central cities of Areas in metro- Central cities of Aress in metro-
standard metro- politan areas standard metro- politan arens
politan statis- outside the cen- politan statis- outside the cen-
tical sreas toalcitles t tical areas tral cities !

Northeast:

Washington, D.C___._. $239 131 $1, 006 $425
Baltimore, Md._...._. 199 142 638 349
Roston, Mass._ ... 273 181 531 365
Newark, N.J_______.. 243 181 735 441
Paterson-Clifton-

Passaic, N.J_____... 155 187 381 381
Buffalo, N.Y—-....... 103 210 528 520
New York City, N.Y_.. 257 260 804 644
Rochester, N.Y._ . ___. 200 196 699 548
Philadelphiab Pa. ... 165° 138 495 325
Pittsburgh, Pa__.-... 188 128 450 309
Providence, R.I______. 160 99 392 265

See footnote at end of table,
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Tante VI.—Per capita total cxpenditures, 1957-70—Contin ued

1967 1970

Cetitral citles of Areas in metro- Central cities of Areas in melro-
standard metio- sreas standard met o- politan aress

politan
politan statis- outside the cen- politan statis-  outside the cen-

tical atess tral citles tical areas tral cities !
Midwest:
Chicago, WM. _.c.c_ 202 142 473 352
Indianapolis, Ind..._._ 178 107 355 306
Detroit, Mich......_.. 202 200 474 462
Minnenpolis-St. Paul,

Minn. . _._._..._._ 185 188 540 520
Kansas City, Mo....__ 186 112 485 U7
St. Louis, Mo......... 149 124 463 292
Cincinnati, Ohio....___ 246 17 7861 262
Cleveland, Ohio....___ 183 193 512 371
Zolumbus, Ohio...... - 166 156 398 200
Dayton, Ohio_._...___ 167 129 434 285
Milwnui(cc, Wis...... - 229 210 562 456

South:
Miami, Fla____.....___ 226 169 481 387
Tampa-St. Petersburg,

Fla. ... .. 159 89 362 300
Atlanta, Ga__._._.... _ 158 100 554 315
Louisville, K¥y.......__ 162 114 508 302
New Orleans, La....___ 163 120 334 325
Dallas, Tex____...____ 184 178 352 379
Houston, Tex.......__ 155 187 305 307
San Antonio, Tex...... 113 104 244 258

West:
Los Angeles-Long

Beach, Calif____.__. 267 203 624 529
San Bernardino, River-

side, Ontario, Calif_ 296 192 624 529
San Diego, Calif.__.___ 101 189 484 472
San Francisco-Oakland

Calif.. ... 223 230 768 596
Denver, Colo - -—---- 214 147 502 306
Pcrtland, Oreg.....__ - 203 131 486 328
Seattle-Everett, Wash_ 174 142 524 471

Total . - —ceeoaeoo. 196 153 523 384
(212) (170} (600) (419)

1 That is the subarban ring.

Higher costs in the school system are but a part of the overall finan-
cial problem of the central cities. Perhaps their greatest problem in
raising educational revenues derives from the far higher costs they
must bear for general public services than much less densely populated
areas. The roll of urban public needs need not be called ; let some sim-
ple overall statistics summarize. While central cities in the Iargest
metropolitan areas average $600 per capita in total local public ex-

nditures for all services, outside central city area total expenditures
in those metropolitan areas average only $419 per person. (See Table
VI.) Thus the tax dollar in the city must support a far heavier burden
for noneducation services in cities. Education dollars are, therefore,
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far harder to raise than in suburbs, The result is that while roughly
30 percent of city expenditures are educational, suburbs devote more
than 50 percert of their budgets to their schools. (See Lable VIL.)
There scem to be at least two implications of this situation. Most
obviously, the pressure for general public services makes it more dif-
ﬁc‘l)l]t é’:r cities to mezt their pressing educational needs than for the
suburbs.

TasLe VII.—Education expenditures as a percent of total expenditures,
1957-70

1987 1970

Central cities of Areas in metro- Central cities of Areas in metro-
standard metro- politan areas standard .cretro- politan areas
politan statie- outdde the c»n-  politan statle-  outside the cene

tical areas tral cities ! tical areas tral cities !
Northeast:
Washington, D.C______ 2% 64 26 57
Baltimore, 3d._ ... 30 50 35 62
Boston, Mass..______C 19 37 26 49
Newark, N.Jowooeao. o 31 49 29 47
Pater=on-Clifton-

Passaie, N.J. . .___._ 36 52 37 52
Buffalo, N.Y... ... 27 47 31 50
New York, NNY_______ 25 54 24 52
Rochester, N.Y_______ 27 47 32 59
Philadelphia, Pa__.___. 30 52 35 63
Pittsburgh, Pa____.___ 22 50 34 58
Providenee, R.I.___.__ 38 60 35 55

Midwest:
Chicago, TN........__- 24 61 33 57
Indianapolis, Ind_.__._ 35 70 41 63
Detroit, Mich._.___.__ 30 57 37 57
Minneapolis-St. Paul,

Minn.__ ... __.____ 30 51 29 55
Kansas City, Mo______ 34 49 35 56
St. Louis, Mo_..._.____ 31 57 38 64
Cincinnati, Ohio__ ... __ 33 47 45 50
Cleveland, Ohio.__..__. 27 44 41 53
Columbus, Ohio-______ 31 60 33 62
Dayton, Ohio. ... 28 61 38 60
Milwaukee, Wis_______ 22 41 33 55

South:
Miami, Fla_ ... ... 31 41 42 52
Tampa-St. Petershurg, ,

Flao e 30 56 45 54
Atlanta, Ga._____.___ 35 53 39 61
Louisville. K¥...._.___ < 38 62 48 70
New Orleans, La_ .- - 28 33 38 38
Dallas, Tex.ocooee_ oo 35 59 40 56
Houston, Tex.... ... 42 ‘ 87 46 60
San Antonio, Tex...._. 43 84 50 ki
See footnote at end of table.
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Tanre VII.--Eduoation expenditures as a percent of total
expenditures, 1957-60—Continued

1987 1970

Central citles of Areatin metro- Centrsl citiesol  Areas in metro-
standard metro- politan areas standard metro- politan areas
pou%swh- outsida the con- politan statis-  ontside the cen-
sreas

tral citles ¥ tical arexs tral cities !
West:
Los Angeles-Long
Beach Calif ______._ 37 46 31 43
San Bernardino, River-
side, Ontario, Calif.. 50 42 42 44
8an Diego, Calif_._.._. 38 48 38 48
San Francisco-Onk-
land, Calif..____...__ 29 49 27 44
Denver, Colo. . ..-__._ 34 50 34 64
Portland, Oreg__ .. _. 37 61 39 65
Seattle-Everett, Wash_ 33 61 29 58
Total . oo 32 53 36 56
(29) (51) (31) (53)

2 That Is the suburban ring.

But more important for the workings of school finance formulas, it
j suggests that the usual measure of the capacity of a district to support
educational services should take into account this consistent pattern of
municipal overburden. One of the reasons for the lower levels of State
aid that have traditionally gone to central cities has been the fact that
formulas measuring comparative need were based on the per-pupil
value of taxable real property in the school district. Since cities tend to
have tax bases equal to or greater than their neighbors when computed
on this basis, equalizing aid formulas helped the outside and rural
areas more than the “richer” cities. But when one takes into account the
ter variety of claims against the urban tax base noted above, real-
igtic State aid formulas should use a more meaningful measure of fiscal
capacity if they are to recognize the unique plight of the large cities.
One method is to reduce the effective capacity for education by dis-
counting the tax base by the proportion that goes for noneducational
functions. Another approach 1s to divide the tax base by total ]i)opu]a-
tion rather than students, thus recognizing that education, like all other
ublic services, is a public of benefit to the entire community, not
just the pupils, and that the measure of wealth relates to all the citi-
zens, not just to students. The effect of a per-capita measure rather
than per pupil is to depress the apparent wealth of central cities and
is another means of recognizing the familiar problem of municipal
overburden.

A third approach to the problem of recognizing the special urban
fiscal lE)roblem might be to take into account the greater tax effort of
cities by utilizing thei-“tal tax rate (taxes for all local public services)
when computing their effort rather than simply their educational taxes.
The result would be to show that total suburban tax rates for all
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i
$ services were only 80 percent of those in the large core cities. (See
1 Tables VIIT and TX.) To date, however, State aid formulas have
: not incorporated techniques to recognize these urban financial prob-
{ lems, although they have been proposed for some time by fiscal
! reformers,
TasLE VIII.—Per capila tares, 195770
1.; 190
Centeal cities of Ateas In metro- Central citles of Areas in metro-
standant metro-  politan sreas  starvdaed metro- politan sreas
politan cimils- outside the cer- politan statis-  outside Lhe con-
tical aress tral cities ? tical areas tral cities
Northeaat:
Washington, D.C____ __ LIRS 875 516 $231
Baltimore, Md.___.___. 105 62 221 195
. Boston, Mass_ . - 161 116 369 3
i Newark, NJ____.____. 178 139 352 294
; Paterson-Cliften-
; Passaic, N.J. ... _.._ 118 116 221 278
o Buffaln, N.Y___.__.___. 116 112 236 238
' New York City, N.Y__ 167 153 3%4 356
Rochester, N.Y_______ 122 119 272 240
Philadelphia, Pa.______ 113 74 250 180
Piltsburgh,mi’a ........ 113 68 204 161
Providence, R.I___.__. 109 3 196 165
Midwest:
B e e o 2% i
ndi ia, Ind___.__ 106 5
Detroit, Mich__._._._. 127 95 255 210
Minneapolis-St. Paul,
Minn_____________._ 115 5] 227 152
Kansas City, Mo______ 105 69 253 157
St. Louis, Mo__._...__ 9% 5 267 174
Cincinnati, Ohio_______ 137 65 251 134
Cleveland, Ohio. ... .. 106 98 296 230
Columbus, Ohio_._ . ... 80 2 198 162
Davton, Ohio_ ________ 126 52 264 143
Milwaukee, Wis.___._. 126 104 306 179
South:
Miami, Fla__________. 132 94 221 160
Tampa-St. Petersburg,
| 3 7 S 8 47 170 95
Atlan [¢7 VI 98 44 252 122
Louisville, Ky_._.._.._. 92 59 181 119
New Orleans, ILa_._._. 62 38 148 93
Dallas, Tex. . oo .a.. .. 101 43 211 107
Hcuston, Tex. ... 83 70 181 172
San Antonio, Tex..._.. 54 26 102 7
Weat:
Los Angeles-Long
Beach, Calif.____... 155 102 329 272
San Bernardinn, River-
side, Ontatio, Calif__ 141 81 251 257
San Diego, Calif___.._. 93 76 206 198
San Francisco-Oak-
] land, Calif.________. 140 111 436 305
Denver, Colo_ ... ... 131 68 272 180
Portland, Oreg__._.... 135 66 260 153
Seattle-Everctt, Wash_ 81 48 203 163
. Total ... ... 117 80 258 190
: (132) (93) (289) (223)
3 1 That is the suburban ring.
3
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TABLE IX.—Tazes as a percent of income, 1967-70

1087 1970 1
Central citics of Areas !n metro- Central citles of Areas in metro-
standard metro-  politan areas standard metro- politan areas
politan statls- outside the cen- politan statis- outside the cen-
tical arcas tral citles t tical aieas tral citiest
i
Northeast:
Washington, D.C_.._.. 9,7 4,2 1.3 4.9 ]
Baltimore, Md_._____. 6.1 4.0 8.0 5.1
Boston, Mass_ ________ 9.2 6. 1 11. 6 6. 4
Newark, N.J._______... 13.3 6. 5 10. 1 6.0
' Paterson-Clifton-
: Passaic, N.J_ . __.._. 7.5 6.1 6.3 6. 3
i Buffalo, N.Y_ .. _____. 7.2 7.1 7.1 8.8
: New York City, N.Y__ 10. 2 6.7 9.5 7.7
i Rochester, NY 6.8 6. 4 7.2 5.8
¢ Philadelphia, Pa_______ 6.5 4.7 7.7 4.7
{ Pittsburgh, Pa_______. 6. ¢ 4.8 8.7 4.7
! Providence, R.I_.____. 7.0 4.7 5.8 5.0
i Midwest:
! Chicago, Il ____.____. 7.4 4.0 6.4 5.6 |
i Indianapolis, Ind______ 6.3 6.0 6.2, 4.5
i Detroit, Mich________. 7.0 5.3 7.0 5.4
! Minneapolis-St. Paul,
! Minn__ _._________. 6.3 6. 2 5.9 4.0
; Kansas City, Mo.__._. 49 5. 2 7.5 4.0
t St. Louis, Mo_.._.__._. 7.3 4.2 9.1 4.8
s . Cincinnati, Ohio..____. 7.7 4. 6 7.1 3.9
} Cleveland, Ohio -~ ____ 7.3 5. 6 9. 6 5.2
¢ Columbus, Ohio___._._. 5.1 5 2 5.6 - 4.4
i Dayton, Ohio. ... .___. 8.0 4.9 : 8,2 - 3.6
Tt - Milwaukee, Wis_.__.__._ 82 4, 4 . 89 4.4
: South: , .
! ‘Miami, Fla_ .. __. 8.2 5.5 7.6 4.5
. Tampa-St. Petersburg, » ) S
: Fla__.____. SR, 6.3 4.4 3.6 . . . ..o
1 Atlanta, G@eeoo o ____ 5.2 4.0 7.1, 3.3
% . Louisville, Ky________. ‘ 5.2 3.5 5.7 - 3.4
1 New Orleans, La__ ... e 4.0 2.5 4.8 3.0 i
. Dallas, Tex_ ... ____. 4.8 3.5 5.5 3.2
: Houston, Tex___.___.__ 4.8 6. 8 5.1 5.6
3 San Antonio, Tex___.__ ® O] 4.0 2.4
West: g ,
. Los Angeles-Long v _
Beach, Calif . ______. 7.2 9.4 7.9. .6. 8 :
- San Bernardino, River- : L - 5
.-.» side, Ontario, Calif_. 8.1 " 8 8 1.6 . 8.5 ;
+.San Diego, Calif______. 57 <, 6.4 5.7 . - 5.9 4
;i San Francisco-Oak- o RN ]
land, Calif.______._. 7.8 7.7 10. 5 705 ;
Denver, Colo . ..o ___. 6. 8 6.1 7.4 5.4
. Portland, Oreg.-.___._.. 6.7 5.3 7.0 4.5
Seattle-Lverett, Wash. 4.3 5.0 S T S 4.4
Total . - _ oo _____ 7.0 5.4 o el
(7.6) (5. 6) it
“1'That is the suburban ring,: . -
‘% Not available. - L B
. ~The re_sqlt of all this is:that despite their more costly student pop-
ulations, higher costs for things that schools must purchase, and diffi-
culty in freeing dollars from other urban functions to.use for educa-

e
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tion, central cities in mtu.q areas spend less than their suburban neigh-
bors and at best do slightly better than break even. Given the massive
costs which have been estimated for effective compensatory educa-
tional programs, the cities are receiving grossly inequitable treatment
in relation to their greater educational and fiscal needs. (See Table X.)

TapLe X.—Per capita and per pupil educational expenditures, 1970

1057 1070
Contral cltics of Areas in metro- Central cities of Areas in metro-
standard motro- politan areas standard motro-  politan arens
politan statis- outside the cen- politan statis- outside the cen-
tical arcas tral citles! tical areas tral cities !
Northeast:
Washington, D.C__._.. $261 $244 $1, 325 $1, 021
_ Baltimore, Md__.._..- 222 215 1,042 960
Boston, MasS_ c ocao--- : 139 177 952 665
Newark, N.J___ __._...- : 216 205 1, 069 1, 030
Paterson-Clifton-

Passaic, N.J - - - --- 141 197 849 1, 000
Buffalo, N.¥Y . __ .-~ 165 261 933 1,155
New York City, N.Y_. 215 332 1, 504 1,419

- Rochester, N. Y ______- 225 325 1,415 1,371
Philadelphia, Pa____.-- 174 293 1,145 1, 000
Pittsburgh, Pa_ - ._.-- 154 _ 180 807 853
Providence, R. I .- - 139 146 1, 000 741

Midwest:

" Chicago, I _ - eca- : 158 199 935 900
Indianapolis, Ind.._--- : 144 . 194 735 805

" Detroit, Mich_-_...--- o 261 089 "1, 092
Minneapolis-St. Paul, B

"Minn_ .ol e T 154 284 . 994 1,033

~ Kansas City, Mo_...-- 169 194 710 776

- 8t. Louis, Mo____..--- 176 187 926 842
Cincinnati, OBiO_ oo oo cemmemo o cmmmmmmmm e momsoesmmeos oo m el

- Cleveland, Ohio..__..- 210 195 1,077 047
Columbus, Ohio__..--- 123 : 179 665 - 688

* Dayton, OO meoeaun 165 . 171 801 - 690

" Milwaukee, Wis_.--._- : 183 ' 250 1,040 - 1, 092

South: ‘ : _ :

 Miami, Fla_ o o ..-.--- } 202 202 1,068 - 1, 058

* Tampa-St. Petershurg, .

Flao oo oo eeecemm 162 162 890 © 890
Atlanta, Ga_ ...~ ‘ 218 191 1928 - 827

“ Louisville, Ky o ococcmmmeeen i e mmmmm s S, ST

~New Orleans, La- .- 126 123 685 624
Dallas, TeX-occoomanm- S 142 © 156 76 0 o 684

" Houston, Tex_—_--a--- "¢ 140 . 185 . 639 . - 7 756
San Antonio, Tex_--.._- o123 198 - 564 . T4z

West: - S coo AT e

" Los Angeles-Long g s . i R
.- Beach, Calif _ .-~ <193 - 226 ..910% - - 900
San Bernardino, River- . - SRR S

gside, Ontario, Calif.. 267 S r2320 . 1,077 913

- San Diego, Calif ... "+ 186 - 227 .. .-759 .+ . 804

- San Franecisco-Oak- S o
_land, Calif__ ___.---- . 209 .. 264 722 1, 086
Denver, Colo— - anaaa- 170 195 .. .. 904 . . .. 707
Portland, Oreg.____--- 188 213 974 70938
Seattle-Bverett, Wash. 150 275 938~ 1,015

U Potala Uil L Lo lr T 183
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One interesting table drawn fromn a recent study of New York State
shows the problem graphically. It divides city and noncity school dis-
tricts of similar per-gupil property valuation and shows that in vir-
tually every cell of the table, cities have lower educational tax rates

but higrer total tax rates, receive generally less State aid and end up
witk, somewhat lower expenditures for a pupil population that has
more than twice as many children scoring at least two grade levels
behind the State norm in reading, and more than three times as many
children from families receiving AFDC payments.
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ANEQUITIES 1N EpuvcarioNnaL Fixaxce Oursioe i Large Cities

While this paper has emphasized the central city problem, we do
not believe that it is the only area of inequity in American educa-
tional finance. School districts outside central cities, both within
metropolitan areas and in more rural regions, exhibit some of the
same patterns of inequity. Table XII is illustrative. A randomly se-
lected sample of school J‘l:stricts in five major metropolitan arveas, ex-
cluding the central city districts, shows considerable disparities in the
level of school expenditures. Far more important, however, is the rela-
tionship between the property valuation of these districts and their
expenditures. With only one minor deviation among all four categories
in five States, the richer the districts, the more they spend on educa-
tion. In short, according to our view that public education shculd off-
set socioeconomic disparities, to the extent that socioeconomic status
follows the differences in property valuation in these suburban school
districts, school finance patterns exacerbate inequality of educational
opportunity.

But we have already noted that the inequity in school finance lies
not only in the way it distributes educational services. It lies also in
the way it raises funds to pay for those services. Relying almost ex-
clusively upon the property tax for locally raised revenues, education
s subject to the massive disparities in tax base that characterize
American local governments. Examples of the range may be seen on
Table I*. The consequence of such difference is that districts rich in
property may levy relatively low tax rates and yet raise far more pro-
portionately than districts with smaller tax bases. An example of what
these patterns can produce: may be seen in Table XIITI, which draws
upon a random sample of Texas school districts. Taxpayers fortunate
enough to live in the wealthiest districts can raise nearly 10 times as
much with a rate only half that of the poorest districts. It would be
hard to develop a definition of equity in taxation that could justify
such a system.

*See page 46.
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TasLe XTII.—The relationship of district wealth to taz effort and taz
yield} Teras school districts categorized by equalized property values,
equalized tar rates, and yield of rates

: Categort Ket valuo of taxabl rt Equalizedtoxrates  (oqualioeds mats appiied
i %effm;’u market voluo of taxable property quatie onr:lOO to (ei‘l‘s‘:rlct m;rak:ta gglue)
Above $100,000 (10 districts) - - _____._ $0. 31 $585
$100,000 to $50,000 (20 districts)______ .38 262
$50,000 to $30,000 (30 districts)__._.__ . b5 213
$30,000 to $10,000 (40 distriets)_______ .72 162
Below $10,000 (4 districts).— o oo .70 60

1 Source: Policy Institute, Syracuse Unliversity Research Corp., Syracuse, N.Y. From evidentiary
affidavit of Joel 8. Berke in Rodriguez v. San Antonio.
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Chapter II

THE EMERGING LEGAL DOCTRINES
AND THEIR IMPLICATIONS

The causes of the inequity that we have traced are easy to identify.
First, States have created school districts with capacities to raise reve-
nues for education that vary from district to district and bear little
rational relation to the educational needs of different pupil popula-
tions. Second, State aid formulas, while nominally equalizing, have
failed to compensate for the inequitable patterns of taxable property
and educational need. While these problems have been recognized for
some time, hardened political coalitions have protected the self-interest
of communities that have benefited from the current system. Since
August 30, 1971, a new hope has inspired those who have sought to
revise the present systems of educaticnal finance. For on that day, the
prestigious Supreme Court of the State of California held that the
system of State educational finance was unconstitutional because it
“Invidiously discriminate[d] against the poor [bK making] the qual-
ity of a child’s education a function of the wealth of his parents and
neighbors.” While Serrano versus Priest has not furnished guidelines
as to what type of educational finance system will satisfy the Constitu-
tion, it has made clear that the quality of education may not be a func-
tion of variationsin local wealth. -~ -~ -* = . e

If Serrano becomes the law of the land, and to date it:has been
adopted as the appropriate interpretation of the 14th Amendment in
Federal courts inn Minnesota and Texas to invalidate State school fi-
namnce laws, the alternatives open to legislatures would seem to include
at least the following: ~ = o S

1. Full State assumption of the costs of education. o
" 2. Power equalizing State aid, i.e. State aid designed to com-

- pensate for:disparities in, local tax bases so that.at any level of

effort every community would raise the same amount of money

- ‘per pupil through the combination of locally raised revenues and
... compensating Stateaid. , . , : . U
...+ 1.8. Redistricting school districts in such a way that all had equal
~.property valuation. - .. .. oo

4. Revenue distribution systems that insured that educational
- ;9x%enditup¢$,_}yere,ei_ther equalized in absolute terms or were dis-
...+ -tributed in proportion to;a criteria.such as educational need. ;.. .
-~ While' the authors of this paper have thémselves been‘a part of study
teams that have sought to develop State systems of: finance that would
utilize'measures of educational need of a compensatory nature; we fear
that the direction that change may take in the post-Serrano period

(65)
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will be that of providing essentially equal expenditures for all chil-
dren financed from a broad based statewide tax system of proportional
rather than progressive rates. Despite the widespread ont’msmsm that
the California, Minnesota, and Texas cases have raised throughout the
Nation, it is our belief that finance reform of the type just described
will not result in removing the major inequities in American educa-
tional finance and on the contrary may well exacerbate the problems
of a substantial proportion of urban schools.

SFFECTS oF STATE AssuMrrieN of Costs AND Equan Prr Purrn,
Revexve DismrinutioN

Our analysis consists of applying a system of the type described
above to the central cities of the 37 largest metropolitan areas. To
evaluate the tax implications, we have calculated the total cost to the
State of assuming the local share of educational revenues for the State
in which the city is located, allocated the burdens of paying for those
costs on the basis of the proportion of the State's disposable income
located in those central cities, and shown the tax burden for education
in those cities as a percentage of income. While the tax model we have
posited would use an income tax of proportional rather than progres-
sive rates, essentially the same resu{ts would have resulted fromn any
broad based, nonprogressive tax such as a statewide sales or property
tax. As Table XIV indicates, the results are rather sobering for those
concerned about the urban financial crisis. In three-fourths of the cities
in these large metropolitan areas, school taxes would rise, and of the
six exceptions :to this tendency, threc-are located in a single State,
Ohio, and in a fourth the tax rates would remain virtually the same.
. The expenditure implications, however, are even more jarring. For
this-aspect of the analvsis. we have assumed that the local share of
revenues assumed by the State ‘would be redistributed on an: equal
per-pupil basis through the.State. (While we have not taken into
account the State and Federal shares of revenue in this study, we
are confident that the patterns-would be essentially.the same based
upon the pattern of expenditures noted .in the earlier section of this
paper.) Columns three and four show the results. Nearly twice as
many central cities would receive lower expenditures from the States
under equal statewide per-pupil distribution of funds than they pres-
ently ‘receive under the existing revenue structure. In a number of
cases; for example New York City, the proportion of income taxed for
educational ‘purposes would rise from 2.5. percent to 3.1 percent, yet
the expenditures from local sources that were $694 in the 1970 school
year would drop under an equal .per-pupil statewide redistribution
of the State assumed local shdre to'$636. In'short, not only would New
York be anilng_ more, under equal per-pupil statewide redistribution,
it would bereceiving lesg. -/ v o AT TR R e
“The last ¢olumn on Table XTIV ‘'makes another disturbing poiiit. Tt
shows’what the local-expenditures woiild be were cities to apply the
naw statewide-tax. rates to théir tax base and:keop. the resulting reve-
nues-for school purposes instead 'of :phying: them:into the ‘State pot.
In.four-fifths of the-cases in the.largest 37 metropolitan areas, cities
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TasLe XIV.—Tar effort and expenditures implications under State

assumption and equal per pupil distribution

Percent of income tated

fue achool purpoees. Laoeal stpenditures pee pupil
Local
e1ponditures
Under Statewlde under
Siate miual statewide
1970  assumption 1970 expenditures tax rate !
Northeast:
Baltimore, Md___... 3.4 37 8444 $538 $486
Boston, Mass_ . __... 25 3% 522 632 741
Newark, NJ._...... 3.4 3.8 587 707 645
Paterson-Clifton-
Passaic, N.J_...... ) 3.8 ) 707 707
Buffalo, N.Y____. .- 1.6 31 347 636 662
New York City, N.Y._ 25 31 604 636 863
Rochester, N.Y___._. 3.0 31 697 636 427
Philadelphia, Pa_...- 2.0 2.7 444 446 593
. Pittsburgh, Pa_..._- 25 27 596 446 650
! Providence, R.I-___. 2.9 2.8 701 477 678
' Midwest:
; Chicago, Il ._... 1.4 3.3 307 600 754
{ Indianapolis, Ind.... 24 2.8 415 377 495
| Detroit, Mich__....- 2.1 2.9 439 306 - 589
Minneapolis-St. _
- Paul, Minn_...... 23 3.3 582 429 835
i ‘Kansas City, Mo.... ) 3.0 ®) 408 428
¢ - St. Louis, Mo._.-...- 2.7 30 422 408 469
Cincinnati, Ohio__... 4.6 3.4 677 490 499
Cleveland, Ohio....- 4.8 3.4 749 490 530
Columbusg, Ohio._... 3.0 .34 479 490 546
Dayton, Chio. - --.-- 3.7 3.4 632 490 568
Milwaukee, Wis_.... 3.4 4.3 - 599 573 - 708
South: . .
Miami, Fla. (Dade
County) me e cmmmmm 1.6 1.8 287 383 324
Tampa-St. Peters-
‘burg, Fla.ccoccu-- 1.3 ‘1.8 222 . 383 . . ."315
Atlanta, Ga_..._.--- 2.4 1.5 305 175 350
Louisville, Ky_------ 1.8 1.6 341 191 343
New Orleans, La__.. 1.5 1.9 261 212 325
Dallas, TeXicaomoaamnacacaaaa- 2.2 ®) 275 409
Houston, TeX. ocomeaaaaaao- 2.2 (%) 275 364
San Antonio, TexXoooooaaaaaa-- 2.2 ® 275 259
West: .
Los Angeles-Long . .
Beach, Calif . ___.. emmmemmman 2.9 ® . © 433 - 531
| . -San Bernardino, River- , : . SR
side, Ontario, Calif ... ....__. 2.9 (O] 433 . . 403
. San Diego, Calif .- Zieeenon- 206. . . (® .. 433 . . 423
San Francisco- . o _' T -
© __Oakland, Calif___.- 2.5 2.9 709 .. 435 - - 817
. Denver, Colo...-.-- : 3.3 .43 - . 67 . 507 .. 864
" .Portland, Oreg._....- 2.3 2.0 - . 442 . . 672 . 980
. Seattle-Everett,
i Wash_ oot R W { 2.3 {-: 4365 - .328. . ~-» 608

R h . - .
o B ‘e o e Vi !

.. 1 Local revenues that would be gencrated if the statawide rates were applied but the revenues ralsed b'y
thoso rates were fetained for local expenditure. co e st
2 Not compiled. - - C. . : '
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would have had higher revenues than they receive under-a;State per-
pupil distribution of the formerly locally raised revenue. What is oc-
curring, then, is that under our revenue-expenditure model, educa-
tional resources are being redistributed from large cities to other parts
of the State.. The reason for this phenomenon lies in the analysis al-
ready discussed in the first section of this paper, which showed that
city: tax rates for education were lower than in the surrounding areas
becouse city tax rates for all governmental functions combined. were
higher in other parts of metrépolitan areas. The explanation for the
expenditure effects has also been shown: City educational costs are
considerably higher than those in other parts of the State; and, while
expenditures in cities'are not ag'high ag their added costs and greater
educational need reqpires, they are higher than expenditures in rural
areas and in some suburban areas. Certainly, city school expenditures
usually are above the statewide average of districts, and thus cities lose
or only bréak even in plans that have equal per-pupil expenditures
throughout the Stateor which “level up!to the State average.; .

- To show the impact'of our tax:expenditure model on cities and:their
suburbs, we took a rafidom selection of 13-of the 37 largest metropoli-
tan areas, and looked at a large central ¢ity and its suburban’ county.
(We were unable to-complete .calculations for the entire ontside cen-
tral city area.) Table XV displays the:compaiative tax rate effect:.
Tn six of the eight large cities in the Northeast and Midwest; subux-
ban taxes would rise under State assumption, but the rise- would bo
markedly less than in the cities. in most cases. Both areas Woulcl,k)e
redistributing to non-metropolitin areasior to the least urbanized por-
tiéns of metropolitar drens. Int the South the tax impact'of statewido
agsumption .would permit the siburban counties in both meétropolitan
areas to reduce tax effort for education, while the cities would get either
t'lesser degree of tax telief or none at all. In the West, all three cities
would have their tax effort increased, while that would :be the :(;5}_39 -/for

only one suburban county. - i ST
et e eyl
;‘t{.TABLE XV.—Local’ school taz-effort (taxes as a percent of z'rw’mm)
o - o P A 1070 . Btate assmp-
o ¥ gty gy S
. Ca ar Lo ] Lot ey
Northeast: S
. Boston, Mass.~Norfolk....... R 2.5 L 3bh o an ,gg
' Newark, N.J.—balance Essex_. ..o _-.. 3.4 g P2h e 3
New York City, N.Y.-Westchestor_ ... _. 2.5 01t o280 0Bl
‘Midwest: - © ' b R RS AR 28
' Indianapolis, Ind.—balance Marfon.._... 2.4 Bode 2 8
__ Minneapolis, Minn.—balance Hennepin.. 2.3 2.6 ,.,,g. 3
‘17 St. Louis; :Mo.~St. Tibuls_____lovooocor o 2.7 2 A0 59
v Cleveland, Ohio—balance Cuyahoga . .. i 4.8 B A 3.
‘é"‘ Milwauked, Wis.—balance Milwaukee__.. . 3.3 38.. i 43
outh: N A IR EE R
~o - Atlanta,” Ga.—balanés Fulton.:oi...o--. . 2.4 3.2 ...uLb
_ Louisvllle, Ky.—balancs jefforson_...-.. 1.6 2.3 L6
West: . ot fa sty e e e T T '
" Oakland, Calif.~Atatmedar . 2L 22 Ll 2Nt B0 Zg
Denver, Colo.~Jeffarson. ..o oocncaea.. 3.3 2.8 23
Seattle~Everett, Wash . oo cmaaraaaan 1.7 2. b .




Table X VI shows the comparative central city-snburban expenditure
results. The first two columns show the Northeest and Midwest phe-
nomenon of central cities spending somewhat leis than their suburban
counties. (Since this table deals with the subrban areas nearest the
central cities, it omits the rural portions of mwtropolitan areas which
depressed the suburban expenditure levels in tle analysis in Part I of
the paper.) After equal per-pupil distribution of the State assumed
local share, the third cohtinn showsthe new.statewide expenditure levels
from what were formerly local revenues. Only two'of the eight North-
eastern and Midwestern cities gain, while only one suburb does. And
the rates by which the suburbs exceed the State average are substan-
tially higher than in the cities. The last two columns show what local

expenditures would be, were. the new statewide tax rates applied and

the revenues retained in the local jurisdiction.
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The foregoing tax expenditure analysis should, we believe, be seen
as a warning to those who have uncritically hailed the new cases and
proposals that call for State assumption of educational costs by pro-
portional taxes and a reduction of expenditure disparitics. Our study
suggests, we further believe, some policy recommendations for State
action:

To devise educational finance plans that will match resources
to need by recognizing the higher costs;

1. of pupﬁs with learning disndvantages;

2. of areas which have heavier than average fiscal responsi-
bilities;

3. higher than average cost of living levels; and,

4. that draw their revenues from tax plans that are charac-
terized by progressive rather than proportional rates.
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'Chapter m e

IMPLICATIONS FOR FEDERAL EDUCATION
;- REVENUE SHARING PROGRAMS
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But while we hope that States will adopt pl ograms in line w1th the
suggestions we have made, we ‘are not sanguine about the possibilities.
The record of the States in recognizing the special needs of urbanareas
or the'higher educational requirements of educationally- disadvantaged,
pupil populations is not noteworthy. Indeed, it;is the, small .but 1m-
portant share ofi educational’ financing that has been contributed by
the Federal Government that has been the mosteffective fiscal.con-
tribution to equal educational'‘épportunity in Amerlcnn school finance.,
The contrast among two types ot Federal aid ams, and St,ate aid
to educntlon may be seen in Tables XVII and %7 .

(LA o .-»u:-‘.‘_‘
TABLE XVII. -—OOmparwon of Federal aid programs and State md - for
i schoal districts in metropolitan aréas, 1.96‘7 B

Al

Btate 41

L discretionary
All areas larger than - ' ESEA I Fedoral fundst Stato ald
500,000 population vl et o (perpuptl) e s(porrpupll) et (per puplh)

P e BASEN

Caﬂfornid l ol e ooy s Tt bl Y PSR TSI FL TS IR TR
7 "1 Céhtral mty (N1=’7) ........ {5 JJJ ah ol §10.64 .0 ¢ o811 44\ =0r1 $284:,20
L Outsidé contml clty (Nﬁ-.l}g)-,u. SRR | X 09 - . 8,92, ., . 1]276.78
New\!Yor AT R ER T RTE e vv':". . ihnM ERYIN
Contral dity (N— )_J_.__;'.' ______ N 83,90 1 e D obiggarls
/I"Outside ventml city ‘(N'= 73)__--.-'-”’ o) 12,36 " '? 11,44 0 “”494."’06‘

Texas< et i T e :»u;mn ORI T T BT TIA
.:Central cicy (N= 4)-.._--...“.-......‘ Vo dOe8T , ‘,i,,5 73 boris ,,1%74 26
hOutside contral, oty (N=88)-ust . | ,'12 25 .(5

ic ' . (] l«.., 4 l“l" e

ntril city (N-—‘=l)_/__'_’_".f_?."-._‘_i_‘_"_' g 16 e ' 0271 ‘238.>13 ‘

1)\"1)( Oult;sldetf:ntrnl cicy (NzaBl)--‘..u- e 07,86 s 'H 9 b 75, o 197128 i
agsachuge Co eyt
;51 L "i)___- IR ”,32 " ”\'?‘ R

- "Oultside’ cdntml city (N-*26)'_.'_'_1‘_' ot 95 TN 58 o 110, 28
AR ity e . st bl s ol i rul o ad T
tr‘.Sm 1, Nmiuit VA, Krocnuonat‘sduéau&b"fdﬁc!(&hd:hifk‘" P T G

 Bdutdo! 'The i‘dlloylnsllmwof‘the Sylddush ﬁhWéleWy h&éétsrch bofb" e Josby i
T T T PN PR Y PR PO I 4-(.‘;“1 m)( 3511 Y I TR TR TR I nmi L ohdd
|

dadtani bt ot pode Do s bl a MR Gl iy i .1:*"mn Lt

IO IR AR u( .-nw.ial-:u-:'! aarbi v hne il e Wl ,nlw.d» "
T ~{"->.’1:‘-'.-.i'.-riv:.‘v'.‘t.‘3 im.-: ‘};rinhl'l'u\. ey e abvn hae
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TasLe XVIII.—Comparison of Federal aid programs and State aid for
school districts in 6 large metropolitan areas based on percentage of

nonwhite enrollment

Stato discretionary
. ESEAT \  Federal funds? State nla

Districts In 51argest SMB8A'sranked by “ '(pel‘ SEAD ! T bunil) (ormanit

raclal makeup

New: Yotk (ntumberof districts) ) L 255 23 WA
(8) 15 percent ponwhite OF, -+, - o oo ey e T
more. s terir A e S0 1205 830, 89« vir $13.01.  :/ $413. 17
(36) less than 15 percent
H nonwhite. - cvecaccca--- e 10262 10. 48 4i23. 62
Touston: | .. . . ooy by b e .
" (8) 15 percent nonwhite Or"“"'"" B e R
et L i 1002L i 1688 1198, 35
. (8):less than 15 percent. - T e g e T R
ﬂ»‘é\_:_.{)anhim+_.,_,;L_”__P;_:-_’._‘__.‘_'_l__ 981, 885 oe,5188449,
ebFOIbY . co .y vl b s L Ly
08y 5 poreent mbrihite or | 1h LTI L b e
ERR -‘1‘(('1'(')1"0_'..'».{'_\;';_’_':'_".."v.:-"_iii';!___"_" NIRRT 1. 3¢ -1, RN HTEVEEL AR - T | AR S 285.:06,
~(22) Jessithan!lbpercent.! - i+ L BT L SRR B UL SRS S
st cnonwhiten - gucivanpdoeman i’ RTINS B & RIS L 587 27269,
Rostof: & o e L e b N R
£77:(1)' 15 percent ‘«;hw‘hite or' " bl g et o
more. ... oo hi to o b i 32033 1 i 16, 84 .1 1236, 08
L 1&24) less than 15 percent 7.99 12. 79 112. 19
QS n ees: AL TRV T et \'. B . BRI B M ot o
(25% 15 percent nonwhite or . . AV Do ‘
MOTe. o v vl s v 16030 o 7.18 206. 26
(19) less than 15 percent: - . . .
nonwhite. aeeucceecmna- - 6. 28 11. 58 236. 72

wESEA T, NDEA III, VA, Vocational education, lunch and milk.

In the first wo show the differential effects on central city and sub-
urban-areas of ESEA I, which is distributed on the basis of .a.poverty
formala, as compared with -other Federal programs which leave' con-
siderable discretion to the States in determining the criteria for alloca-
tiony-and State aid programs. Clearly, Title Iis the most responsive
to the urban fiscal crisis and State aid the least. (While figures on this
table o not include nonraetropolitan or rural-areas, the pattern there
wotild show equally high Title I and other Federal aid pnyn'i'elilté. ‘and

reater amounts of State aid in rural arens vis-a-vis. cities., Table

CV-ITI shows the effects of the same programs on metropolitan school
districts categorized by race. Here again we note that Title I'is more
responsive to,thilg aspect. of . educational nged than are State aid sys-
tems. The policy implications, we would suggest, are ‘that educational
revenue sharing must be ;,h_ighi'y. ‘compenaitory.if it.is to serve the real
needs of edncation for greater equality,of educational opportunity.
Title I functions as it does becayse. the Torinula for distribution has
clear requirements that funds be awarded in relation to the number
of children from poor families, and it thus recognizes both the fiscal
and educational needs of central city and rural areas. Given the cur-
rent pattern of educational inequity described in Section I and the
ineffectiveness of the most likely results of post-Serrano changes for

) ,,‘\‘%‘\e
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resolving the large city educational finance crisis, we urge a strong
component of attempts to recognized educational need in Federal edu-
cational revenue sharing legislation.

Such legislation might include a larger proportion of aid being
siphoned tTu-ough the Title I formula orthrough a formula that would
permit States to utilize statewide attainment or aptitude test results
as a means of focusing resources where the problems are the greatest.
Provisions requiring States to move toward the standard that higher
local wealth may not permit higher educational expenditures would
also be appropriate to even out the disparities which characterize cur-
rent finance patterns. But any provision for eCucational revenue shar-
ing which would permit States to distribute Federal educational reve-
nues according to the historic patternsof State aid would be disastrous
in our eyes, The existence of the impetus toward change which Ser-
rano, Van Dusartz, and Rodriguez have given are no assurance—as
our analysis indicates—that new money will be distributed in order to
assure greater quality of educational opportunity or greater respon-
siveness to fiscal need. o




